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SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 18092/September 11, 1981 


In the Matter of Application of 


CENTRAL POWER AND LIGHT COMPANY 
4% Preferred Stock, $100 Par Value 


ORDER GRANTING APPLICATION TO TERMI- 
NATE UNLISTED TRADING PRIVILEGES 


The above named issuer has filed an application 
with the Securities and Exchange Commission 
pursuant to Section 12(f)(4) of the Securities Ex- 
change Act of 1934 and Rule 12f-3 thereunder, to 
terminate unlisted trading privileges in the speci- 
fied security on the American Stock Exchange, 
Inc. (““Amex”)." 


The reasons stated in the application for 
terminating the unlisted trading privileges for this 
security include the following: 


The annual volume of public trading of Central 
Power and Light Company’s (“Company”) pre- 
ferred stock has been inadequate since 1977. 
Therefore, the Company has determined that be- 
cause of the infrequent trading of its stock, the an- 
nual expense of maintaining unlisted trading privi- 
leges is not justified. 


The Commission, having considered the facts stat- 
ed in the application, finds that termination of un- 
listed trading privileges in the specified security is 
appropriate in the public interest. 


ACCORDINGLY, IT IS ORDERED, pursuant to 
Section 12(f)(4) of the Act, that on the application 
to terminate unlisted trading privileges on the 
American Stock Exchange, Inc. in the above 
named security is hereby approved. 





' Notice of the application was given by publica- 
tion of a Commission release (Securities Ex- 
change Act Release No. 18043, August 19, 1981) 
and by publication in the Federal Register (46 FR 
43123, August 26, 1981). No written comments 
were received with respect to this application. 
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For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons ® 


Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 18093/September 11, 1981 
In the Matter of 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 

1735 K Street, N.W. 

Washington, D.C. 20006 


SR-NASD-81-17 


ORDER APPROVING AMENDED PROPOSED 
RULE CHANGE 


On June 12, 1981, the National Association of Se- 
curities Dealers, Inc. (the “NASD”) filed with the 
Commission, pursuant to Section 19(b)(1) of the 
Securities Exchange Act of 1934, 15 U.S.C. 
78s(b)(1) (the “Act”) and Rule 19b-—4 thereunder, 
copies of a proposed rule change that would 
amend Schedule D of the NASD’s By-Laws. The 
proposed rule change would permit temporary in- 
clusion on NASDAQ of certain new issues exempt 
from registration under Section 3(a) of the Securi- 
ties Act of 1933, upon the effectiveness of the is- 
suer’s registration statement or equivalent docu- 
ment filed with the appropriate regulatory 
authority. Any such temporary inclusion would 
automatically expire 120 days after the effective 
date of the offering, at which time the securities 
would be required to meet standard NASDAQ cri- 
teria to remain on the system. 


Notice of the proposed rule together with the terms 
of substance of the proposed rule change was giv- 
en by publication of a Commission Release (Secu- 
rities Exchange Act Release No. 17895 (June 25, 
1981)), and by publication in the Federal Register 
46 FR 34749 (1981).* No comments were re- 
ceived with respect to the filing. 





*On August 21, 1981, the NASD filed technical 
amendments to proposed rule change. 
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The Commission finds that the proposed rule 
change, as amended, is consistent with the re- 
quirements of the Act and the rules and regula- 
tions thereunder applicable to the NASD, and in 
particular the requirements of Section 15A and the 
rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Sec- 
tion 19(b)(2) of the Act, that the above-mentioned 
amended proposed rule change, be, and it hereby 
is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 


Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 18094/September 11, 1981 


In the Matter of 


MUNICIPAL SECURITIES RULEMAKING 
BOARD 

Suite 507 

1150 Connecticut Avenue, N.W. 

Washington, D.C. 20036 


(SR-MSRB-81-11) 
(SR-MSRB-79- 11) 


ORDER APPROVING PROPOSED RULE 
CHANGES 


On July 17, 1981 and October 25, 1979, the 
Municipal Securities Rulemaking Board (the 
“MSRB”) filed with the Commission, pursuant to 
Section 19(b)(1) of the Securities Exchange Act of 
1934, 15 U.S.C. 78s(b)(1) (the “Act’) and Rule 
19b-4 thereunder, copies of proposed rule 
changes to amend MSRB rule G—11, which estab- 
lish terms and conditions for the sale of new issue 
municipal securities during the underwriting peri- 
od. Rule G-11 currently requires that every 
municipal securities dealer submitting an order for 
municipal securities to an underwriting syndicate 
or to a member of the syndicate disclose whether 


& such orders are for such dealer's own account, the 
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account of a related portfolio, a municipal securi- 
ties investment trust sponsored by the dealer, or 
an accumulation account established under such 
trust. In addition, G-11 provides, among other 
things, that the above information regarding the 
capacity in which any municipal securities dealer 
submits an order to the underwriting syndicate 
shall be disclosed by the senior syndicate mana- 
ger to other members of the syndicate upon re- 
quest made prior to final settlement of the syndi- 
cate account. The rule also requires senior 
syndicate managers to disclose to other members 
of the syndicate, upon request, the identity of per- 
sons submitting “group” orders to the syndicate, 
or the aggregate face amounts of such orders. 


The proposed rule changes would require only 
syndicate members to make disclosures regarding 
the capacity in which their orders are submitted to 
the syndicate. Further, the proposed rule changes 
would require the senior syndicate manager to dis- 
close to other members of the syndicate available 
information concerning the allocation of securities 
to orders submitted to the syndicate, in writing, 
within ten days after the date of sale. The informa- 
tion to be disclosed would include, with respect to 
such orders, the identity of each syndicate mem- 
ber’s related portfolio, municipal securities invest- 
ment trust or accumulation account, the identity of 
each person submitting a group order, and a sum- 
mary list of other orders which, under the syndi- 
cate’s previously-agreed-upon priority provisions, 
were entitled to a higher priority than members’ 
“take-down” orders. The senior syndicate mana- 
ger also would be required to furnish to syndicate 
members, along with certain information regarding 
syndicate expenses, a summary statement show- 
ing aggregate par values and prices of all securi- 
ties sold from the syndicate account. The terms 
“date of sale” and “priority provisions” would also 
be defined in amended rule G-11. 


Notice of the proposed rule changes together with 
the terms of substance of the proposed rule 
changes was given by publication of Commission 
Releases (Securities Exchange Act Release No. 
17981, July 28, 1981) (Securities Exchange Act 
Release No. 16309, October 31, 1979) and by 
publication in the Federal Register (46 FR 39714, 
August 4, 1981) (44 FR 64578, November 7, 
1979). All written statements with respect to the 
proposed rule changes which were filed with the 
Commission and all written communications 
relating to the proposed rule changes between the 
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Commission and any person were considered and 
were made available to the public at the Commis- 
sion’s Public Reference Room. 


On September 8, 1981, the Commission received 
one comment letter with respect to the most recent 
proposed rule change (SR-MSRB-81-11). The 
Public Securities Association (the ‘‘PSA’’) ex- 
pressed opposition to the proposed rule change, 
particularly the requirement that the syndicate 
manager provide written disclosure, within ten 
business days after the date of sale, of certain in- 
formation concerning the allocation of securities to 
orders submitted to the syndicate. The PSA 
termed this requirement “untimely and duplica- 
tive.” The MSRB believes information concerning 
actual allocations would be important to syndicate 
members in that such information would increase 
understanding of syndicate practices and enable 
syndicate members to make independent determi- 
nations of whether allocations were in conformity 
with established priority provisions. 


The Commission finds that the proposed rule 
changes are consistent with the requirements of 
the Act and the rules and regulations thereunder 
applicable to the MSRB, and in particular, the re- 
quirements of Section 15B, and the rules and reg- 


ulations thereunder. 


The MSRB has requested a delayed effective date 
for the proposed rule changes to allow the MSRB 
sufficient time to educate the industry regarding 
the implementation of amended rule G-11. The 
MSRB believes that such education is necessary 
since the proposed rule changes effect certain 
substantive changes in syndicate practices. 


IT IS THEREFORE ORDERED, pursuant to Sec- 
tion 19(b)(2) of the Act, that the above-mentioned 
proposed rule changes be, and they hereby are, 
approved effective with respect to sales of new is- 
sues of securities during the underwriting period 
on or after October 11, 1981. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 18095/September 14, 1981 


NOTICE OF FILING AND EFFECTIVENESS OF ® 


PROPOSED RULE CHANGE BY THE MUNICI- 
PAL SECURITIES RULEMAKING BOARD 


File No. SR-MSRB-81-13 


The Municipal Securities Rulemaking Board (the 
‘“MSRB”) submitted on September 2, 1981, a pro- 
posed rule change pursuant to Rule 19b—4. The 
proposed rule change is an interpretive notice 
which the Board has issued with respect to MSRB 
rule G-15, and relates to disclosure of yield infor- 
mation on customer confirmations. The notice pro- 
vides that the dealer confirmations of purchases 
from customers must set forth the net or effective 
yield resulting from the actual dollar price of the 
transaction. 


The foregoing rule change has become effective, 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934. At any time within sixty 
days of the filing of such proposed rule change, 
the Commission may summarily abrogate such 
rule change if it appears to the Commission that 
such action is necessary or appropriate in the pub- 
lic interest, for the protection of investors, or other- 
wise in furtherance of the purposes of the Securi- 
ties Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
September 14, 1981. In order to assist the Com- 
mission in determining whether to abrogate the 
proposed rule change, interested persons are in- 
vited to submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Per- 
sons desiring to make written comments should 
file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commis- 
sion, 500 North Capitol Street, Washington, D.C. 
20549. Reference should be made to File No. 
SR-MSRB-81-13. 


Copies of the submission and all subsequent 
amendments, and copies of all written statements 
with respect to the proposed rule change which 
are filed with the Commission and of all written 
communications relating to the proposed rule 
change between the Commission and any person, 
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other than those which may be withheld from the 
public in accordance wiih the provisions of 5 
U.S.C. §552, will be available for inspection and 
copying at the Commission’s Public Reference 
Room, 1100 L Street, N.W., Washington, D.C. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 18096/September 14, 1981 


In the Matter of the 


AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 
New York, New York 10006 


CHICAGO BOARD OPTIONS EXCHANGE, INC. 
LaSalle at Jackson 
Chicago, Illinois 60604 


PHILADELPHIA STOCK EXCHANGE, INC. 
1900 Market Street 
Philadelphia, PA 19103 


(SR-Amex- 81-14) 
(SR-CBOE-81-16) 
(SR-Phix-81-14) 


ORDER APPROVING PROPOSED RULE 
CHANGE 


On August 6, 1981, the American Stock Ex- 
change, Inc. filed with the Commission, pursuant 
to Section 19(b)(1) of the Securities Exchange Act 
of 1934, 15 U.S.C. 78s(b)(1)(‘‘Act’’) and Rule 
19b-4 thereunder, copies of a proposed rule 
change to allow it to introduce, when appropriate, 
additional options series at the next exercise price 
interval so long as at least 45 days remain before 
expiration of the series. On August 18, 1981, the 
Philadelphia Stock Exchange, Inc. (“Phix’”) and on 
August 20, 1981 the Chicago Board Options Ex- 
change, Inc. (“CBOE”) submitted identical pro- 
posed rule changes. 
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Notice of the proposed rule changes together with 
the terms of substance of them was given by issu- 
ance of Commission Releases (Securities Ex- 
change Act Release Nos. 18031, August 13, 1981; 
18075, August 31, 1981) and by publication in the 
Federal Register (46 FR 42228, August 19, 1981; 
46 FR 44950, September 8, 1981). No comments 
were received with respect to the proposed rule fil- 
ings. 


The Commission finds that the proposed rule 
changes are consistent with the requirements of 
the Act and the rules and regulations thereunder 
applicable to national securities exchanges and, in 
particular, the requirements of Section 6 of the Act 
and the rules and regulations thereunder. 


The Commission finds good cause for approving 
the proposed rule changes of the CBOE and Phix 
prior to the thirthieth day after the date of publica- 
tion of notice of filing thereof in that the terms of 
those changes are identical to the rule changes 
proposed by the Amex. Notice of the Amex pro- 
posal was outstanding for the full statutory period 
and no comments were received. 


IT iS THEREFORE ORDERED, pursuant to Sec- 
tion 19(b)(2) of the Act, that the above-mentioned 
proposed rule changes be, and they hereby are, 
approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 18097/September 17, 1981 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY BOSTON 
STOCK EXCHANGE, INC. 


File No. SR-BSE-81-9 


The Boston Stock Exchange, Inc. (“BSE’’) sub- 
mitted, on September 14, 1981, a proposed rule 
change under Rule 19b—4 to extend through De- 
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cember 31, 1981, a temporary 15 percent increase 
on all exchange billings to members, previously 
approved for the period of May 1 through Septem- 
ber 30, 1981, and to impose an interest charge of 
1-2 percent per month on unpaid balances due 
from members 30 days after billing. 


The foregoing change has become effective, pur- 
suant to Section 19(b)(3)(A) of the Securities Ex- 
change Act of 1934 (“‘Act’’). At any time within six- 
ty days of the filing of such proposed rule change, 
the Commission may summarily abrogate such 
rule change if it appears to the Commission that 
such action is necessary or appropriate in the pub- 
lic interest for the protection of investors, or other- 
wise in furtherance of the purposes of the Securi- 
ties Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
September 28, 1981. Interested persons are in- 
vited to submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Per- 
sons desiring to make written comments should 
file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commis- 
sion, 500 North Capitol Street, Washington, D.C. 
20549. Reference should be made to File No. 
SR-BSE-81-9. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. §552, will be 
available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 18098/September 16, 1981 


NOTICE OF FILING OF PROPOSED RULE 
CHANGE BY THE PACIFIC STOCK EXCHANGE 
INCORPORATED 


File No. SR-PSE-81-15 


The Pacific Stock Exchange Incorporated (‘“‘PSE’’) 
submitted on September 10, 1981, a proposed 
rule change under Rule 19b-—4 to allow the PSE to 
realize profits resulting from correcting errors or 
omissions made by an Order Book Official, in or- 
der to offset any losses resulting from such errors 
or omissions. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
September 21 1981. In order to assist the Com- 
mission to determine whether to approve the pro- 
posed rule change or institute proceedings to de- 
termine whether the proposed rule change should 
be disapproved, interested persons are invited to 
submit written data, views and arguments con- 
cerning the submission within 21 days from the 
date of publication in the Federal Register. Per- 
sons desiring to make written comments should 
file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commis- 
sion, 500 North Capitol Street, Washington, DC 
20549. Reference should be made to File No. 
SR-PSE-81-15. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those 
which may be withheld from the public in accord- 
ance with the provisions of 5 U.S.C. §552, will be 
available for inspection and copying at the Com- 
mission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing and of 
any subsequent amendments will also be avail- 
able at the principal office of the above-mentioned 
self-regulatory organization. 
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For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 18099/September 16, 1981 


In the Matter of 


AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 
New York, New York 10006 


PHILADELPHIA STOCK EXCHANGE, INC. 
1900 Market Street 
Philadelphia, PA 19103 


File Nos. SR-Amex-—81-10 
SR-PhlIx-81-8 


ORDER APPROVING PROPOSED RULE 
CHANGES 


On July 23, 1981, the American Stock Exchange, 
Inc. (‘““Amex’) filed with the Commission, pursuant 
to Section 19(b)(1) of the Securities Exchange Act 
of 1934, 15 U.S.C. 78s(b)(1) (the ‘“Act”) and Rule 
19b-4 thereunder, copies of a proposed rule 
change to revise its procedures with respect to 
trading rotations that extend beyond the normal 
close of trading (4:10 p.m. New York time). Among 
other things the proposal would permit a trading 
rotation to be conducted after 4:10 p.m. where no- 
tice of the rotation is publicly disseminated after 
4:00 p.m., so long as the rotation was not com- 
menced until at least ten minutes after news of the 
rotation was publicly disseminated. On August 3, 
1981, the Philadelphia Stock Exchange, Inc. 
(‘‘Phix’’) submitted an identical proposed rule 
change. 


Notice of the proposed rule changes together with 
their terms of substance was given by issuance of 
a Commission Release (Securities Exchange Act 
Release No. 18018, August 7, 1981) and by publi- 
cation in the Federal Register (46 FR 41235, Sep- 
tember 4, 1981). No written statements with re- 
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spect to the proposed rule changes were filed with 
the Commission. 


The Commission finds that the proposed rule 
changes are consistent with the requirements of 
the Act and the rules and regulations thereunder 
applicable to national securities exchanges, and in 
particular, the requirements of Section 6 and the 
rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Sec- 
tion 19(b)(2) of the Act, that the above-mentioned 
proposed rule changes be, and they hereby are, 
approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 18100/September 17, 1981 


The Securities and Exchange Commission an- 
nounced, pursuant to Section 12(k) of the Securi- 
ties Exchange Act of 1934 (‘Exchange Act’), the 
single ten-day suspension of exchange and over- 
the-counter trading for the period commencing at 
2:00 p.m. (EDT) on September 17, 1981, and 
terminating at midnight (EDT) on September 26, 
1981 of the securities of Lewis Energy Corpora- 
tion, (“Lewis”), a Colorado corporation, with prin- 
cipal executive offices located at United Bank 
Center, Denver, Colorado 80202. 


The Commission suspended trading in the securi- 
ties of Lewis at the request of the company and 
because of a lack of adequate and accurate infor- 
mation concerning the number of authorized Lewis 
shares outstanding as a result of the apparent 
over-issuance of the company’s common stock by 
First Independent Stock Transfer Agent, Inc. 
(“FISTA”), Lewis’ transfer agent. 


The staff of the Commission does not at this time 
know of facts indicating the need for suspending 
trading in the securities of other public companies 
for which FISTA acts as transfer agent. 
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The Commission cautions brokers, dealers, share- 
holders and prospective purchasers that they PUBLIC UTILITY HOLDING COMPANY 
should carefully consider the foregoing information ACT OF 1935 . 
along with all other currently available information 

and any information subsequently issued by the 

company. 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 


Furthermore, brokers and dealers should be 
Release No. 22189/September 11, 1981 


aware of the fact that, pursuant to Rule 15c2-11 
under the Exchange Act, at the termination of the 
trading suspension, no quotation may be entered _‘'n the Matter of 

unless and until they have strictly complied with all 

the provisions of such rule. If any broker or dealer SYSTEM FUELS, INC. 

has any questions as to whether or not he has 666 Poydras, Noro Plaza 

complied with such rule, he should not enter any New Orleans, Louisiana 70130 

quotation but immediately contact the staff of the 

Division of Enforcement in Washington, D. C. If ARKANSAS POWER & LIGHT COMPANY 
any broker or dealer is uncertain as to what is re- First National Building 

quired by Rule 15c2-11, he should refrain from Little Rock, Arkansas 72203 

entering quotations relating to the securities in 

question until such time as he has familiarized LOUISIANA POWER & LIGHT COMPANY 
himself with such rule and is certain that all of its 142 Delaronde Street 

provisions have been met. If any broker or dealer New Orleans, Louisiana 70174 

enters any quotation which is in violation of such 

rule, the Commission will consider the need for MIDDLE SOUTH ENERGY. INC 

prompt enforcement action. 298 Barctine Siost : ; 


New Orleans, Louisiana 70112 3 


MISSISSIPPI POWER & LIGHT COMPANY 
Electric Building 
Jackson, Mississippi 39205 





NEW ORLEANS PUBLIC SERVICE INC. 
317 Baronne Street 
New Orleans, Louisiana 70112 


(70-6208) 


NOTICE OF PROPOSED EXTENSION OF TIME 
FOR THE ISSUANCE AND SALE OF COMMER- 
CIAL PAPER BY A NON-UTILITY SUBSIDIARY 
TO FINANCE NUCLEAR FUEL PROCUREMENT 


Arkansas Power & Light Company, Louisiana 
Power & Light Company, Mississippi Power & 
Light Company, and New Orleans Public Service 
Inc., (collectively referred to as ‘‘Operating 
Companies”), and Middle South Energy, Inc., all 
subsidiary companies of Middle South Utilities, 
Inc., a registered holding company, and System 
Fuels, Inc. (“SFI”), a jointly-owned non-utility sub- 
sidiary company of the Operating Companies, 
have filed with this Commission a post-effective 
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amendment to the declaration in this proceeding 
pursuant to Sections 6(a) and 7 of the Public Utili- 
ty Holding Company Act of 1935 (‘Act’). 


Pursuant to the Commission's order in the pro- 
ceeding dated October 31, 1978 (HCAR No. 
20753), SFI has entered into a Participation 
Agreement, dated as of October 31, 1978, as 
amended (‘Participation Agreement”), between 
SFI and The Aetna Casualty and Surety Company 
(“Aetna”) whereby SFI may issue its commercial 
paper notes (“Notes”) and Aetna, under a Bond of 
Indemnity (“Bond”), undertakes to pay any Note in 
the event that SFI does not pay any such Note 
when presented. The maximum principal amount 
of the Notes outstanding at any one time may not 
exceed $60,000,000, less the amount, if any, of 
Notes paid by Aetna for which Aetna shall not 
have been reimbursed. 


Aetna, with SFI’s consent, has elected to extend 
the term of the Bond, and, therefore, the term of 
the Participant Agreement, through the twelve- 
month period ending October 31, 1983. SFI pro- 
poses to continue to issue Notes past the original 
October 31, 1981 termination date and through the 
extended term. No changes in the transactions 
previously authorized, other than the extension of 
the term, have been or are expected to be ef- 
fected. Authorization is further requested to permit 
SFI to continue to issue Notes pursuant to the ar- 
rangement during further twelve-month extensions 
of the Participation Agreement without seeking fur- 
ther Commission authorization prior to entering 
such twelve-month extensions. SFI believes that 
such a procedure would avoid the administrative 
necessity of making subsequent filings with the 
Commission concerning these transactions and 
would permit SFI to avoid placing its nuclear-fuel 
financing in doubt and adopting contingency 
mechanisms in the event timely Commission ap- 
proval is not obtained for such further extensions. 


The amended declaration and any further amend- 
ments thereto are available for public inspection 
through the Commission’s Office of Public Refer- 
ence. Interested persons wishing to comment or 
request a hearing should submit their views in 
writing by October 7, 1981, to the Secretary, Se- 
curities and Exchange Commission, Washington, 
D.C. 20549, and serve a copy on the declarants at 
the addresses specified above. Proof of service 
(by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. Any 
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request for a hearing shall identify specifically the 
issues of fact or law that are disputed. A person 
who so requests will be notified of any hearing, if 
ordered, and will receive a copy of any notice or 
order issued in this matter. After said date, the 
declaration, as now amended or as it may be fur- 
ther amended, may be permitted to become effec- 
tive. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILirY HOLDING COMPANY ACT OF 
1935 
Release No. 22190/September 11, 1981 


In the Matter of 


THE CONNECTICUT LIGHT AND POWER 
COMPANY 

THE HARTFORD ELECTRIC LIGHT COMPANY 

Selden Street 

Berlin, Connecticut 06037 


WESTERN MASSACHUSETTS ELECTRIC 
COMPANY 

174 Brush Hill Avenue 

West Springfield, Massachusetts 01089 


(70-6639) 


NOTICE OF PROPOSED FINANCING OF NU- 
CLEAR FUEL THROUGH FUEL-TRUST AR- 
RANGEMENTS 


The Connecticut Light and Power Company 
(“CL&P”), The Hartford Electric Light Company 
(“HELCO”), and Western Massachusetts Electric 
Company (“WMECO”) (collectively the ‘“Appli- 
cants’”), each a public-utility subsidiary of North- 
east Utilities, a registered holding company, have 
filed an application-declaration with this Commis- 
sion pursuant to Sections 6(a), 7, 9(a), 10, and 
12(d) of the Public Utility Holding Company Act of 
1935 (“Act”) and Rule 44 promulgated thereunder. 
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The Applicants have ownership interest in three 
nuclear electric generating units located at Mill- 
stone Point in Waterford, Connecticut. CL&P, 
HELCO, and WMECO have a 53%, 28%, and 19% 
(aggregating 100%) ownership interest, respec- 
tively, in Millstone Unit Nos. 1 and 2. Millstone Unit 
No. 1 (“Millstone 1”) has a capacity of approxi- 
mately 660,000 kw and was placed in operation in 
late 1970. Millstone Unit No. 2 (“Millstone 2”) has 
a capacity of approximately 870,000 kw and was 
placed in operation in late 1975. The Applicants 
collectively own 65% (CL&P, 34.45%, HELCO 
18.20%, and WMECO 12.35%) of Millstone Unit 
No. 3 (“Millstone 3”), which is presently under 
construction. This unit will have a capacity of ap- 
proximately 1,150,000 kw and is presently sched- 
uled for service in 1986. 


The applicants are presently financing their fuel 
expenses for Millstone 1 and 2 during the “on- 
site” portions of the nuclear fuel cycle (that is, dur- 
ing the period after the arrival of fabricated fuel 
assemblies at the Millstone site) through North- 
east Nuclear Energy Company (“NNEC”), a sub- 
sidiary of Northeast Utilities, pursuant to a Fuel 
Supply Contract dated as of December 1, 1972, 
between NNEC and the Applicants, as amended 
(the “Fuel Supply Contract’). NNEC has become 
the owner of the fuel for Millstone 1 and 2 and has 
supplied the fuel to the Applicants for use in these 
Units. In turn, the Applicants have obligated them- 
selves, pursuant to the Fuel Supply Contract, to 
pay to NNEC all costs incurred by NNEC in con- 
nection with the ownership and financing of the 
nuclear fuel for these Units. 


NNEC presently has in effect several contracts 
which, in the aggregate, supply the requisite nu- 
clear fuel assemblies for use in Millstone 1 and 2. 
NNEC has effected long-term financing of this nu- 
clear fuel after it arrives at the Millstone site 
through the issuance and sale of its Secured 
Notes under a Trust Indenture dated as of Decem- 
ber 1, 1972, as amended and supplemented (‘‘In- 
denture’). Under the terms of the Indenture, the 
Secured Notes are secured by a lien on all fuel for 
Millstone 1 and 2 located at the Millstone site. 


Although the Indenture provides a vehicle for 
financing fabricated fuel assemblies after their ar- 
rival at the Millstone site, it does not provide a ba- 
sis for the financing of nuclear fuel during the “off- 
site” portions of the nuclear fuel cycle, that is, 
during the period when the fuel is undergoing 
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processing and fabrication, prior to its arrival at 
the Millstone site. As a result, the Applicants are 
presently financing a substantial portion of their 
capital requirements with respect to the “off-site” 
portion of the fuel cycle for Millstone 1 and 2 
through the Waterford Fuel Supply Trust 
(“Waterford Trust’) and short-term unsecured 
borrowings by NNEC. 


Due to the limitations of the Waterford Fuel Supply 
Trust, the restrictions of the Indenture, the growth 
of the Appiicanis’ fuciear fuei program, and in or- 
der to provide a single comprehensive framework 
for the financing of nuclear fuel through the burn- 
up stage of the nuclear fuel cycle for Millstone 1 
and 2 as well as the Applicants’ 65% ownership in- 
terest in the nuclear fuel required for Millstone 3, 
the Applicants propose to enter into arrangements 
with Bankers Trust Company, not in its individual 
capacity but solely as trustee (‘Trustee’) of the 
Niantic Bay Fuel Trust (“Trust”), which will be spe- 
cially created for the purpose of such financing 
pursuant to a proposed Trust Agreement (‘Trust 
Agreement’) between The Connecticut Bank and 
Trust Company as trustor (‘‘Trustor’), the Trustee, 
and the Applicants, as beneficiaries. Pursuant to a 
proposed Nuclear Fuel Lease Agreement (‘Lease 
Agreement’) between the Applicants and the 
Trustee, the Applicants will agree to assign to the 
Trustee all of their right, title, and interest in and to 
all or part of certain nuclear fuel contracts and nu- 
clear fuel (including the nuclear fuel and nuclear 
fuel contracts for Millstone 1 and 2 at any time that 
such fuel can be assigned to the Trustee free of 
the lien of the Indenture and the existing arrange- 
ments with respect to the Waterford Trust) pursu- 
ant to one or more assignments (‘Assignments’). 
The Trustee, in turn, will agree to either reimburse 
the Applicants for payments made to contractors 
under the assigned nuclear fuel contracts or to 
make such payments directly to the contractors. 
The Lease Agreement and the Assignments will 
allow the Applicants to assign to the Trustee the 
nuclear fuel contract or to make such payments di- 
rectly to the contractors. The Lease Agreement 
and the Assignments will allow the Applicants to 
assign to the Trustee the nuclear fuel contract 
rights with respect to one or more reload batches 
of fuel, and to request the Trustee to finance such 
reload batches, without assigning or asking the 
Trustee to finance all of the reload batches cov- 
ered by a given contract. This “partial assign- 
ment” approach will afford the Applicants maxi- 
mum flexibility to finance the purchase of nuclear 
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fuel under these or other arrangements, as they 
deem appropriate. 


Upon making a payment with respect to nuclear 
fuel, the Trustee will acquire title to such nuciear 
fuel and the related nuclear fuel contract rights (or 
under certain circumstances, relating to enrich- 
ment contracts with the United States Govern- 
ment, the right to acquire title in the future). The 
Lease Agreement will obligate the Trustee to fi- 
nance the nuclear fuel for the entire period 
through acquisition and processing of uranium, 
fabrication of the fuel assemblies, delivery of such 
fuel assemblies to the plant site, and the insertion 
and use of such assemblies in the reactors. Prior 
to the insertion of fuel into a reactor, finance 
charges and administrative expenses will be capi- 
talized and added to the Trustee’s investment in 
the fuel. When the fuel is inserted in the reactor 
and heat production begins, the Lease Agreement 
will require the Applicants to pay the Trustee quar- 
terly lease payments which will be structured to 
fully amortize the cost of the fuel as it is burned up 
in the reactor. Such payments will be computed so 
as to pay to the Trustee its full cost with respect to 
the fuel. Under the Lease Agreement, the Appli- 
cants will be responsibile for operating, main- 
taining, repairing, replacing, and insuring the nu- 
clear fuel and for paying all taxes arising out of the 
ownership, possession, and use thereof. 


The commitment of the Bank will have an initial 
term of five years. Thereafter, such commitment 
will automatically be extended each year for an 
additional term of one year, unless the Bank has 
given notice on or before the anniversary date of 
the closing in any year that the commitment will 
terminate, in whole or in part, on the anniversary 
date of the closing in the fourth following year. The 
commitment shall terminate in any event no later 
than June 1, 2040. The Applicants may terminate 
the Lease Agreement at any time upon 5 days 
written noiice to the Trustee. 


Pursuant to a proposed Credit Agreement (“Credit 
Agreement’) between the Trustee and The First 
National Bank of Boston (“‘Bank’’), the Trustee will 
finance its own payments to the Applicants and 
the contractors through a variety of sources, 
including (i) the sale of the Trust’s commercial pa- 
per notes, which notes will be backed by an irrevo- 
cable master letter of credit issued by the Bank, 
and (ii) revolving credit loans from the Bank. The 
Credit Agreement also permits the Trustee to raise 
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funds by selling its intermediate term notes to in- 
Stitutional investors in the private placement mar- 
ket (“IT Notes”). The Applicants will select the 
form of financing to be used by the Trustee to fund 
any payment obligation. 


The Applicants believe that the proposed fuel trust 
arrangements constitute the most practical and 
economical method presently available to them for 
financing their fuel requirements. They estimate 
that the weighted average composite cost, on an 
after-tax basis, of letter-of-credit backed commer- 
cial paper and IT notes issued by a special pur- 
pose trust would be approximately 3-12 to 4% per 
annum lower than the weighted average compos- 
ite cost, on an after-tax basis, of the traditional 
methods of financing which are presently available 
to them. 


The application-declaration and any amendments 
thereto are available for public inspection through 
the Commission’s Office of Public Reference. In- 
terested persons wishing to comment or request a 
hearing should submit their views in writing by Oc- 
tober 7, 1981, to the Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549, 
and serve a copy on the applicants-declarants at 
the addresses specified above. Proof of service 
(by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. Any 
request for a hearing shall identify specifically the 
issues of fact or law that are disputed. A person 
who so requests will be notified of any hearing, if 
ordered, and will receive a copy of any natice or 
order issued in this matter. After said date the 
application-declaration, as filed or as it may be 
amended, may be granted and permitted to be- 
come effective. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22191/September 14, 1981 


In the Matter of 


OHIO POWER COMPANY 
Canton, Ohio 


(70-6631) 


ORDER AUTHORIZING ISSUANCE AND SALE 
OF FIRST MORTGAGE BONDS AT COMPETI- 
TIVE BIDDING 


Ohio Power Company (‘Ohio Power’), a public- 
utility subsidiary of American Electric Power Com- 
pany, Inc., a registered holding company, has filed 
an application with this Commision pursuant to 
Section 6(b) of the Public Utility Holding Company 
Act of 1935 (“Act”) and Rule 50 thereunder. 


Ohio Power proposes to issue and sell, at compet- 
itive bidding, up to $30,000,000 aggregate princi- 
pal amount of its first mortgage bonds of a new 
series, with a maturity of not less than five years 
and not more than 30 years. The terms will be de- 
termined by competitive bidding. The bonds will be 
issued under Ohio Power's Mortgage and Deed of 
Trust dated as of October 1, 1938, as supple- 
mented and amended and as to be further supple- 
mented and amended. The proceeds from the sale 
of the bonds will be used to pay maturing long- 
term obligations of Ohio Power or to repay 
unsecured short-term debt of the company, or 
both, and for other corporate purposes. 


The fees and expenses to be incurred in connec- 
tion with the proposed transaction are estimated at 
$194,460. The Public Utilities Commission of Ohio 
has authorized the issuance and sale of the 
bonds. No other state or federal regulatory author- 
ity, other than this Commission, has jurisdiction 
over the proposed transaction. 


Due notice of the filing of said application has 
been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 22163), 
and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied: 
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IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said ap- 
plication, as amended, be, and it hereby is, 
granted, effective forthwith, subject to the terms 
and conditions prescribed in Rules 24 and 50 pro- 
mulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 22192/September 15, 1981 


In the Matter of 

APPALACHIAN POWER COMPANY 
40 Franklin Road 

Roanoke, Virginia 24009 

(70-6642) 


NOTICE OF PROPOSED ISSUANCE AND SALE 
OF PREFERRED STOCK 


Appalachian Power Company (‘Appalachian’), an 
electric utility subsidiary of American Electric Pow- 
er Company, Inc., a registered holding company, 
has filed an application-declaration with this Com- 
mission pursuant to Sections 6(b) and 12(c) of the 
Public Utility Holding Company Act of 1935 (‘‘Act’’) 
and Rules 42 and 50 thereunder. 


Appalachian proposes to issue and sell up to 
1,600,000 shares of a new series of its no par cu- 
mulative preferred stock with an involuntary liqui- 
dation price of $25 per share. The terms will be 
determined by competitive bidding. The price to be 
paid to Appalachian will be $25 per share which 
also will be the price at which the cumulative 
preferred stock is initially offered to the public. If 
market conditions should not be propitious for the 
sale of the cumulative preferred stock on a com- 
petitive bidding basis, Appalachian proposes, sub- 
ject to further authorization by the Commission, ei- 
ther to place the cumulative preferred stock 
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privately with institutional investors or to negotiate 
with underwriters for the sale. Appalachian also 
proposes to acquire from time to time shares of 
the new series of cumulative preferred stock, on or 
in anticipation of any sinking fund redemption 
date, for sinking fund purposes. The proceeds 
from the sale of the cumulative preferred stock will 
be used to repay unsecured short-term indebted- 
ness of Appalachian consisting of short-term notes 
and commercial paper which aggregated 
$47,650,000 on June 30, 1981, and for other cor- 
porate purposes. 


The application-declaration and any amendments 
thereto are available for public inspection through 
the Commission’s Office of Public Reference. In- 
terested persons wishing to comment or request a 
hearing should submit their views in writing by Oc- 
tober 14, 1981 to the Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549, 
and serve a copy on the applicant-declarant at the 
address specified above. Proof of service (by affi- 
davit or, in case of an attorney at law, by certifi- 
cate) should be filed with the request. Any request 
for a hearing shall identify specifically the issues 
of fact or law that are disputed. A person who so 
requests will be notified of any hearing, if ordered, 
and will receive a copy of any notice or order is- 
sued in this matter. After said date, the 
application-declaration, as filed or as it may be 
amended, may be granted and permitted to be- 
come effective. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 


Release No. 22193/September 16, 1981 
In the Matter of 


ALABAMA POWER COMPANY 
Birmingham, Alabama 


(70-6623) 


ORDER AUTHORIZING ISSUANCE AND SALE 
OF SHORT-TERM NOTES TO BANKS 


Alabama Power Company (‘Alabama’), an elec- 
tric utility subsidiary of The Southern Company, a 
registered holding company, has filed a declara- 
tion pursuant to Section 6(b) of the Public Utility 
Holding Company Act of 1935 (‘Act’) and Rule 
50(a)(2) thereunder. 


Alabama is currently negotiating the issue and 
sale from time to time, through September 30, 
1982, of short-term notes to banks up to an aggre- 
gate principal amount at any one time outstanding 
of $400,000,000. The bank borrowings will be evi- 
denced by notes to be dated the date of the bor- 
rowing and to mature not more than nine months 
after the date of issue. Domestic borrowings will 
be prepayable in whole or in part without penalty 
or premium. 


On or prior to October 1, 1981, Alabama proposes 
to extend its Revolving Credit Agreement with a 
group of banks located outside the State of 
Alabama. This agreement presently extends to 
September 30, 1981. The proposed extention 
would provide a revolving line of credit for one 
year in an amount not to exceed $200,000,000 at 
any one time outstanding. A commitment fee 
(based on the unused portion of the commitment) 
at the rate of % of one percent per annum will be 
charged. The proposed agreement provides for 
domestic borrowings or Eurodollar borrowings, at 
the option of Alabama, at the time of each ad- 
vance of funds. 


On domestic borrowings, the interest rate is based 
upon a fluctuating interest rate per annum equal to 
103% of the higher of (a) the rate of interest an- 
nounced publicly by Citibank in New York from 
time to time as Citibank’s base rate, or (b) ¥% of 
one percent above the latest three-week moving 
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average of secondary market morning offering 
rates in the United States for three-month certifi- 
cates of deposit of major United States money 
market banks. Assuming full usage and a base 
rate of 20% at Citibank, the effective borrowing 
cost under the domestic borrowings option would 
be 20.85%. 


On Eurodollar borrowings, the interest rate for 
each borrowing would be an interest rate per an- 
num equal at all times during the term of such bor- 
rowing to 103% of the sum of the LIBOR for such 
term plus 2 of one percent. The LIBOR for each 
Eurodollar borrowing would cé the rate per annum 
at which deposits in U.S. dollars are offered by the 
principal office of Citibank in London, England at 
11:00 a.m. (London time) two business days be- 
fore the date of such borrowing for a period equal 
to the term of such borrowing and in an amount 
substantially equal to the amount of such bor- 
rowing. Assuming full usage, a LIBOR of 18.50% 
and reserve requirements of 1.12% on all banks 
which are parties to the Revolving Credit Agree- 
ment, the effective borrowing cost under the 
Eurodollar borrowings option would be 20.03%. 


For all borrowings, the interest rate will be % of 
one percent higher than the rate determined 
above unless the first mortgage bonds of Alabama 
are upgraded to single A category by either of the 
two major rating agencies. The interest rate is in- 
creased by 1% (rather than %) of one percent per 
annum during a period when the first mortgage 
bonds of Alabama are downgraded below either 
the lowest Baa rating category at Moody’s Investor 
Service, Inc. or BBB rating category at Standard & 
Poor's Corporation. 


In addition to the proposed extension of the Re- 
volving Credit Agreement, Alabama proposes to 
borrow from various other banks up to an aggre- 
gate principal amount at any one time outstanding 
of $92,065,000. Each note evidencing such 
borrowings will bear interest at an effective rate 
per annum in effect at the lending bank customary 
for companies similar to Alabama, which, based 
upon a prevailing rate of 20% and the mainte- 
nance of compensating balances of 15% of 
amounts borrowed, would result in an effective 
borrowing cost of 23.53%. 


As additional lines of credit are needed for the bal- 
ance of the principal amount of borrowings for 
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which authorization is sought, Alabama antic- 
ipates, although it cannot be assured, that such 
terms in connection therewith, would be similar to 
the current lines of credit. The terms of such 
borrowings will be filed by post-effective amend- 
ment and will require further authorization. 


The fees and expenses expected to be incurred in 
connection with the proposed transactions are es- 
timated at $3,500. The issuance by Alabama of its 
notes has been authorized by the Alabama Public 
Service Commission through December 31, 1981. 
Alabama anticipates that the Alabama Public 
Service Commission will authorize the transaction 
through September 30, 1982. No other state com- 
mission and no federal commission other than this 
Commission has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said declaration has 
been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 22158) and 
no hearing has been requested of or ordered by 
the Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied with respect to the issuance and sale of 
short-term notes by Alabama up to an aggregate 
principal amount at any one time outstanding of 
$292,065,000 from time to time through December 
31, 1981. 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
declaration, as amended, be, and it hereby is, 
permitted to become effective forthwith with re- 
spect to the issuance and sale of short-term notes 
up to an aggregate principal amount at any one 
time outstanding of $292,065,000 from time to 
time through December 31, 1981 subject to the 
terms and conditions prescribed in Rule 24 pro- 
mulgated under the Act. 


IT IS FURTHER ORDERED that jurisdiction be, 
and it hereby is, reserved with respect to the issu- 
ance and sale of additional short-term notes of 
$107,935,000 and over issuance and sale of the 
notes through September 30, 1982 or such other 
period authorized by the Alabama Public Service 
Commission pending completion of the record. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 
Release No. 655/September 17, 1981 


The Securities and Exchange Commission has is- 
sued a notice giving interested persons until Octo- 
ber 7, 1981 to request a hearing on an application 
by International Harvestor Company, pursuant to 
Section 310(b)(1)(ii) of the Trust Indenture Act of 
1939 declaring that the trusteeship of Sterling Na- 
tional Bank and Trust Company of New York un- 
der such indentures is not so likely to involve a 
material conflict of interest as to make it necessary 
to disqualify Sterling National Bank and Trust 
Company from acting as trustee. 








INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11933/September 11, 1981 


In the Matter of 

PENNSYLVANIA MONEY FUND, INC. 
Route 23 and Davis Road 

Valley Forge Office Colony, #2, Box 707 
Valley Forge, Pennsylvania 19481 
(812-4923) 


ORDER OF THE COMMISSION PURSUANT TO 
SECTION 6(c) OF THE INVESTMENT COMPANY 
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ACT OF 1940 GRANTING EXEMPTIONS FROM 
THE PROVISIONS OF SECTION 2(a)(41) OF 
THE ACT AND RULES 2a-4 AND 22c-1 THERE- 
UNDER. 


Pennsylvania Money Fund, Inc. (‘Applicant’), reg- 
istered under the Investment Company Act of 
1940 (‘Act’) as an open-end, diversified, manage- 
ment investment company, filed an appiication on 
July 20, 1981, for an order of the Securities and 
Exchange Commission pursuant to Section 6(c) of 
the Act exempting Applicant from the provisions of 
Section 2(a)(41) of the Act and Rules 2a-4 and 
22c-1 thereunder to the extent necessary to per- 
mit Applicant to compute its net asset value per 
share using the amortized cost method of valuing 
portfolio securities. 


On August 14, 1981, a notice (Investment Compa- 
ny Act Release No. 11908) was issued of the filing 
of the application. The notice gave interested per- 
sons an opportunity to request a hearing and stat- 
ed than an order disposing of the application 
would be issued as of course unless a hearing 
should be ordered. No request for a hearing has 
been filed, and the Commission has not ordered a 
hearing. 


The matter having been considered, it is found 
that granting of the requested exemptions is ap- 
propriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the 
Act, that the application for exemption from the 
provisions of Section 2(a) (41) of the Act and 
Rules 2a-4 and 22c-1 thereunder, to the extent 
requested, be and hereby is granted, effective 
forthwith, subject to those conditions to which Ap- 
plicant has consented and which are set forth in 
Investment Company Act Release No. 11908. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


seorge A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11934/September 11, 1981 


In the Matter of 


AMERICAN BIRTHRIGHT TRUST 

TAX-MANAGED FUND FOR UTILITY SHARES, 
INC. 

247 Royal Palm Way 

Palm Beach, Florida 33480 


(812-4822) 


ORDER OF THE COMMISSION AMENDING A 
PREVIOUS ORDER OF THE COMMISSION 
WHICH PURSUANT TO SECTION 6(c) OF THE 
ACT GRANTED A TEMPORARY EXEMPTION 
FROM SECTION 16(a) OF THE ACT. 


American Birthright Trust and Tax-Managed Fund 
For Utility Shares, Inc. (“Applicants”), each regis- 
tered under the Investment Company Act of 1940 
(‘Act’) as an open-end, diversified, management 
investment company, filed an application on July 
31, 1981, and an amendment thereto on August 5, 
1981, pursuant to Section 6(c) of the Act, re- 
questing an order of the Commission amending a 
previous order of the Commission dated July 1, 
1981 (Investment Company Act Release No. 
11840), which previous order amended earlier or- 
ders of the Commission dated April 29, 1981 (In- 
vestment Company Act Release No. 11752), and 
February 24, 1981 (Investment Company Act Re- 
lease No. 11644). The previous Commission or- 
ders temporarily exempted Applicants from certain 
provisions of Section 16(a) of the Act to permit 
pursuant to a court order three “disinterested” 
persons and one new “interested” person to serve 
on the board of directors or board of trustees of 
the Applicants until Applicants’ 1981 annual meet- 
ings of shareholders. The amended order extends 
the time period of the exemption to December 1, 
1981, from August 4, 1981, the expiration date 
specified in the Commission’s order dated July 1, 
1981. 


On August 12, 1981, a notice (Investment Compa- 
ny Act Release No. 11906) was issued of the filing 
of the application. The notice gave interested per- 
sons an opportunity to request a hearing, and stat- 
ed that an order disposing of the application would 
be issued as of course unless a hearing should be 
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ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter having been considered, it is found 
that granting of the requested exemption is appro- 
priate in the public interest and consistent with the 
protection of investors and the purposes fairly in- 
tended by the policy and provisions of the Act. Ac- 
cordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the 
Act, that the application for amendment of the 
Commission’s order dated July 1, 1981, contained 
in Investment Company Act Release No. 11840, to 
the extent requested, be, and hereby is, granted, 
effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11935/September 14, 1981 


In the Matter of 


PUTNAM QUALIFIED ACCUMULATION TRUST 
PUTNAM HIGH YIELD TRUST 

One Post Office Square 

Boston, Massachusetts 02109 


(812-4924) 


NOTICE OF FILING OF AN APPLICATION PUR- 
SUANT TO SECTION 6(c) OF THE ACT FOR EX- 
EMPTION FROM SECTION 2(a)(19) 


NOTICE IS HEREBY GIVEN that Putnam Quali- 
fied Accumulation Trust (“Putnam Qualified’), and 
Putnam High Yield Income Trust (‘Putnam High 
Yield”) (collectively referred to as “Applicants”) 
registered under the Investment Company Act of 
1940 (“Act”) as open-end, diversified manage- 
ment investment companies, filed an application 
on July 20, 1981, and an amendment thereto on 
August 31, 1981, pursuant to Section 6(c) of the 
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Act, for an order declaring that Hans H. Estin, 
trustee of Applicants, shall not be deemed to be 
an “interested person” of the Applicants, or The 
Putnam Management Company, Inc. (‘Manager’), 
the investment adviser to the Applicants, or 
Putnam Fund Distributors, Inc. (“Underwriter”), 
principal underwriter of the Applicants in the con- 
tinuous offering of their shares, within the meaning 
of Section 2(a)(19) of the Act solely by reason of 
his being director of The Boston Company, Inc. 
and Boston Safe Deposit and Trust Company 
(“Boston Safe’’). All interested persons are 
referred to the application on file with the Commis- 
sion for a statement of the representations con- 
tained therein, which are summarized below. 


Putnam Qualified is a Massachusetts business 
trust which filed a registration statement under the 
Securities Act of 1933 on July 28, 1980. Such reg- 
istration statement has not yet become effective. 
Applicants state that Putnam Qualified, whose in- 
vestment objective is to seek accumulation of in- 
come through investment primarily in common 
stocks, is designed to fund, in whole or in part, tax 
qualified variable annuity contracts. 


Putnam High Yield is also a Massachusetts busi- 
ness trust. Applicants state that its primary invest- 
ment objective is high current income through in- 
vestment in high yield fixed-income debt 
securities, convertible securities and preferred 
stock. 


Applicants further state that Mr. Estin, whose prin- 
cipal occupation is Vice Chairman of North Ameri- 
can Management Corporation, an investment ad- 
viser registered under the Investment Advisers Act 
of 1940, is trustee or director of substantially all 
other investment companies in The Putnam Group 
and of Yellowknife Bear Mines, Ltd. He is also di- 
rector of The Boston Company, Inc. and one of its 
subsidiaries, Boston Safe. The Boston Company, 
Inc. has another subsidiary, The Boston Company 
Investment Creation, Inc. (“Creation”), which is a 
registered broker dealer under the Securities Ex- 
change Act of 1934 (1934 Act’). 


The Applicants state that by reason of his position 
as director of The Boston Company, Inc., Mr. Estin 
might be deemed to indirectly control Creation; or 
by reason of his position as director of Boston 
Safe, he might be deemed to be under common 
control with Creation. In either case, Mr. Estin 
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would be an “affiliated person” of a broker-dealer 
within the meaning of Section 2(a)(3) of the Act. 


Section 2(a)(19) of the Act, in pertinent part, de- 
fines an interested person of an investment com- 
pany, investment adviser or principal underwriter 
to be any affiliated person of a broker-dealer reg- 
istered under the 1934 Act. Section 2(a)(3) of the 
Act, in pertinent part, defines an affiliated person 
to be any person directly or indirectly controlling, 
controlled by or under common control with such 
other person. 


Section 10(a) of the Act prohibits Applicants from 
having boards of trustees more than 60% of which 
are interested persons of the Applicants. Section 
10(b)(2) of the Act requires that a majority of Ap- 
plicants’ boards of trustees not be persons who 
are interested persons of Applicants’ principal un- 
derwriter. Although the composition of Applicants’ 
boards presently complies with Section 10, Appli- 
cants state that the application has been filed to 
avoid a potential violation of Section 10 of the Act 
and to maintain the composition of the boards con- 
sistent with prior Commission orders and with the 
policy of the investment companies in The Putnam 
Group of having a high proportion of trustees or di- 
rectors who are not deemed interested persons. 


The Commission has previously granted orders 
(Investment Company Act Release No. 9284, May 
10, 1976; Investment Company Act Release No. 
9610, January 17, 1977; and Investment Company 
Act Release No. 9934, September 15, 1977) upon 
application declaring that Mr. Estin would not be 
deemed an “interested person” of certain invest- 
ment companies solely by reason of his relation- 
ship with Boston Safe. While Mr. Estin now has a 
relationship with both The Boston Company and 
Boston Safe, Applicants submit that the facts and 
representations set forth in those prior applica- 
tions (812-3921, 812-4029 and 812-4130) con- 
tinue to be true and accurate, (except that Crea- 
tion is now a direct subsidiary of The Boston 
Company whereas its predecessor, TBCFS, Inc., 
was a subsidiary of a subsidiary of The Boston 
Company Inc, The Boston Company Financial 
Strategies, Inc.), and the bases upon which the 
prior orders were granted apply equally to the 
present application. The representations applica- 
ble to Mr. Estin include the following: 


1. The relationship of Mr. Estin with The 
Boston Company, Inc., Boston Safe, 
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and Creation will not impair his inde- 
pendence in acting on behalf of Appli- 
cants and their shareholders. Mr. Estin 
will not be director or officer of Creation, 
and will have no authority or responsi- 
bility for management of the operation 
of Creation. 


2. The business of Creation, will relate 
primarily to the structuring and place- 
ment of sale of oil and gas programs 
and other investment programs and 
ventures. Because of their investment 
restrictions, Applicants could not legally 
purchase or sell such investments from 
or through Creation. Applicants do not 
intend to make any such investments 
and moreover, undertake not to transact 
any business with Creation. 


Section 6(c) of the Act provides that the Commis- 
sion, by order upon application, may conditionally 
or unconditionally exempt any person or transac- 
tion from any provision of the Act or of any rule or 
regulation thereunder, if and to the extent that 
such exemption is necessary or appropriate in the 
public interest and consistent with the protection 
of investors and the purposes fairly intended by 
the policy and provisions of the Act. 


Applicants request that an order be issued, pursu- 
ant to Section 6(c) of the Act, declaring that Mr. 
Estin shall not be deemed to be an interested per- 
son of Applicants, the Manager or the Underwriter 
within the meaning of Section 2(a)(19) of the Act 
solely by reason of his being a director of The 
Boston Company, Inc. and Boston Safe. 


The Applicants understand that certain principal 
shareholders of The Boston Company, Inc. have 
entered into an agreement in principle whereby, in 
pertinent part, a newly created subsidiary of 
Shearson Loeb Rhoades Inc. (““Shearson’), a reg- 
istered broker-dealer under the Securities Ex- 
change Act of 1934, would merge with The Boston 
Company, inc. Applicants state that the consum- 
mation of this transaction is subject to a number of 
conditions, including approval of shareholders of 
The Boston Company, Inc. Notwithstanding any 
order of the Commission pursuant to this applica- 
tion, in the event that the contemplated transac- 
tion, or one substantially similar to it, is consum- 
mated, the Applicants agree to treat Mr. Estin as 
an “interested person’, as the term is defined in 
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Section 2(a)(19) of the Act, of each Applicant until 
such time as the Commission grants further appro- 
priate exemptive relief, provided that (i) Mr. Estin 
remains a director of The Boston Company, Inc. or 
of Boston Safe and (ii) Shearson remains a regis- 
tered broker-dealer under the Securities Exchange 
Act of 1934. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 9, 1981, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the application accom- 
panied by a statement as to the nature of his or 
her interest, the reason for such request, and the 
issues, if any, of fact or law proposed to be contro- 
verted, or he or she may request that he or she be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicants at the address stated above. 
Proof of such service (by affidavit or, in the case of 
an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided 
by Rule 0-5 of the Rules and Regulations promul- 
gated under the Act, an order disposing of the ap- 
plication herein will be issued as of course follow- 
ing said date unless the Commission thereafter 
orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is or- 
dered, will receive any notices and orders issued 
in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





Volume 23, No. 11, September 29, 1981 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11936/September 14, 1981 


In the Matter of 


SCUDDER CASH INVESTMENT TRUST 
175 Federal St. 
Boston, MA 02110 


(812-4896) 


ORDER PURSUANT TO SECTION 6(c) AMEND- 
ING ORDER PREVIOUSLY ISSUED PURSUANT 
TO SECTION 6(c) 


Scudder Cash Investment Trust (‘Applicant’), a 
diversified, open-end management investment 
company registered under the Investment Compa- 
ny Act of 1940 (‘‘Act’’), filed an application on June 
18, 1981 for an order of the Commission, pursuant 
to Section 6(c) of the Act, that would amend an or- 
der previously issued on October 26, 1978 (Invest- 
ment Company Act Release No. 10451), pursuant 
to Section 6(c) of the Act. The prior order permit- 
ted Applicant, subject to certain conditions, to cal- 
culate its net asset value for purposes of sales, re- 
demptions and repurchases to the nearest one 
cent on a share value of $1.00. The present appli- 
cation would modify certain quality conditions in 
the prior order to permit Applicant to invest in cer- 
tificates of deposit of banks or savings and loan 
associations with total assets of less than $1 bil- 
lion, subject to certain conditions, and to invest in 
corporate obligations other than commercial and 
finance company paper. 


On August 12, 1981, a notice was issued (Invest- 
ment Company Act Release No. 11902) of the fil- 
ing of the application. The notice gave interested 
persons an opportunity to request a hearing and 
stated that an order disposing of the application 
would be issued as of course unless a hearing 
should be ordered. No request for a hearing has 
been filed and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found 
that the granting of the requested amendment is 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. Accordingly, 
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IT IS ORDERED, pursuant to Section 6(c) of the 
Act, that the order issued to Scudder Cash Invest- 
ment Trust on October 26, 1978 (Investment Com- 
pany Act Release No. 10451), to the extent re- 
quested, be and hereby is, amended, effective 
forthwith. 


For the Commission, by the Division of investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11937/September 17, 1981 


In the Matter of 


QUAKER CASH RESERVES, INC. 
Axe Wood 

Butler & Skippack Pikes 

Blue Bell, Pennsylvania 19422 


(812-4933) 


ORDER OF THE COMMISSION PURSUANT TO 
SECTION 6(c) OF THE INVESTMENT COMPANY 
ACT OF 1940 GRANTING EXEMPTIONS FROM 
THE PROVISIONS OF SECTION 2(a)(41) OF 
THE ACT AND RULES 2a-4 AND 22c-1 THERE- 
UNDER. 


Quaker Cash Reserves, Inc. (“Applicant”), regis- 
tered under the Investment Company Act of 1940 
(“Act”) as an open-end, diversified, management 
investment company, filed an application on July 
30, 1981, requesting an order of the Commission, 
pursuant to Section 6(c) of the Act, exempting Ap- 
plicant from the provisions of Section 2(a)(41) of 
the Act and Rules 2a—4 and 22c-1 under the Act 
to the extent necessary to permit Applicant to 
value its portfolio assets pursuant to the amortized 
cost method of valuing portfolio securities. 


On August 18, 1981, a notice (Investment Compa- 
ny Act Release No. 11911) was issued of the filing 
of the application. The notice gave interested per- 
sons an opportunity to request a hearing and stat- 
ed that an order disposing of the application would 
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be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered, and it is found 
that granting of the requested exemptions is ap- 
propriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the 
the Act, that the application for exemption from the 
provisions of Section 2(a)(41) of the Act and Rules 
2a-—4 and 22c-1 thereunder, to the extent re- 
quested, be and hereby is granted, effective forth- 
with, subject to those conditions to which Appli- 
cant has consented and which are set forth in 
Investment Company Act Release No. 11911. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11938/September 17, 1981 


In the Matter of 


ASTA U.S. GOVERNMENT SECURITIES 
MONEY MARKET FUND, INC. 

Box 1515, 580 Sylvan Avenue 

Englewood Cliffs, New Jersey 07632 


(812-4954) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER OF THE COMMISSION PURSUANT TO 
SECTION 6(c) OF THE INVESTMENT COMPANY 
ACT OF 1940 GRANTING EXEMPTIONS FROM 
THE PROVISIONS OF SECTION 2(a)(41) OF 
THE ACT AND RULES 2a-4 AND 22c-1 THERE- 
UNDER. 


NOTICE IS HEREBY GIVEN that ASTA U.S. Gov- 
ernment Securities Money Market Fund, Inc. (‘‘Ap- 
plicant’’), registered under the Investment Compa- 
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ny Act of 1940 (‘Act’) as an open-end, diversified, 
management investment company, filed an appli- 
cation on August 19, 1981, requesting an order of 
the Commission, pursuant to Section 6(c) of the 
Act, exempting Applicant from the provisions of 
Section 2(a)(41) of the Act and Rules 2a-4 and 
22c-1 under the Act to the extent necessary to 
permit Applicant to value its portfolio assets pursu- 
ant to the amortized cost method of valuing portfo- 
lio securities. All interested persons are referred to 
the application on file with the Commission for a 
statement of the representations contained there- 
in, which are summarized below. 


Applicant states that it is a no-load, “money mar- 
ket” fund designed as an investment vehicle for 
corporations and individuals who wish to invest in 
U.S. Government obligations. Applicant also 
states that it has filed with the Commission a reg- 
istration statement on Form N-1 under the Securi- 
ties Act of 1933 in order to make a public offering 
of shares of its common stock, but that such regis- 
tration statement has not yet become effective. 
Applicant will offer its shares to members and em- 
ployees of the American Society of Travel Agents, 
Inc., and to the public. Lexington Management 
Corporation will serve as its investment adviser. 
The investment objective of Applicant is to seek 
the highest possible level of current income con- 
sistent with the preservation of capital and liquidi- 
ty. It will seek to achieve this objective by in- 
vesting exclusively in money market instruments 
maturing in twelve months or less, including the 
following: (1) direct obligations issued by the 
United States Treasury, such as Treasury bills, 
certificates of indebtedness, notes and bonds; (2) 
instruments issued or guaranteed by agencies or 
instrumentalities of the United States Government; 
and (3) Repurchase agreements involving obliga- 
tions which are eligible for investment under the 
foregoing categories. Applicant intends to main- 
tain a dollar-weighted average portfolio maturity of 
120 days or less. The minimum initial investment 
to open an account will be $2500 for corporations 
and $1000 for individuals, and subsequent invest- 
ments must be in amounts of not less than $100, 
except for certain continuing purchase programs 
such as payroll deductions and pension programs. 


The order requested herein would exempt Appli- 
cant from the provisions of Section 2(a)(41) of the 
Act and Rules 2a-4 and 22c-1 thereunder. Sec- 
tion 2(a)(41) of the Act defines value to mean: (1) 
with respect to securities for which market quota- 
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tions are readily available, the market value of 
such securities and, (2) with respect to other secu- 
rities and assets, fair value as determined in good 
faith by the investment company’s board of direc- 
tors. 


Rule 22c-1 provides, in part, that no registered in- 
vestment company issuing any redeemable secu- 
rity, and no principal underwriter of or dealer in 
any such security shall sell, redeem or repurchase 
any such security except at a price based on the 
current net asset value of such security which is 
next computed after receipt of a tender of such se- 
curity for redemption or of an order to purchase or 
sell such security. 


Rule 2a-—4 provides, as here relevant, that the cur- 
rent net asset value of a redeemable security is- 
sued by a registered investment company used in 
computing its price for the purpose of distribution, 
redemption, and repurchase shall be an amount 
which reflects calculations, whether or not re- 
corded in the books of account, made substantially 
in accordance with the provisions of that rule, with 
estimates used where necessary or appropriate. 
Rule 2a-4 further states that portfolio securities 
with respect to which market quotations are readi- 
ly available shall be valued at current market 
value, and other securities and assets shall be 
valued at fair value as determined in good faith by 
the board of directors of the registered investment 
company. Prior to the filing of this application, the 
Commisssion expressed its view that, inter alia: 
(1) Rule 2a—4 under the Act requires that portfolio 
instruments of “money market” funds be valued 
with reference to market factors, and (2) it would 
be inconsistent generally with the provisions of 
Rule 2a—4 for a “money market” fund to value its 
portfolio instruments on an amortized cost basis 
(Investment Company Act Release No. 9786, May 
1, 1977). 


Section 6(c) of the Act provides, in part, that upon 
application the Commission may conditionally or 
unconditionally exempt any person, security, or 
transaction, or any class or classes of persons, 
securities, or transactions, from any provision or 
provisions of the Act or any rule or regulation 
thereunder, if and to the extent that such exemp- 
tion is necessary or appropriate in the public inter- 
est and. consistent with protection of investors and 
the purposes fairly intended by the policy and pro- 
visions of the Act. 
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In support of the exemptive relief requested, Appli- 
cant states that experience indicates that two fea- 
tures are helpful in attracting investment in a mon- 
ey market fund: (1) stability of principal and (2) 
steady flow of investment income. Applicant as- 
serts that by maintaining a portfolio of U.S. gov- 
ernment obligations it can provide these features 
to investors. According to Applicant’s investment 
adviser, experience in the management of other 
investment companies has shown that, given the 
nature of Applicant’s policies and operations, 
there will normally be a negligible discrepancy be- 
tween prices obtained by the amortized cost 
valuation method and those obtained by a market 
valuation method. Applicant represents that its 
board of directors has determined in good faith, in 
light of the characteristics of Applicant, that the 
amortized cost method of valuing portfolio securi- 
ties is appropriate and preferable for Applicant, 
and reflects fair value of such money market in- 
struments. Applicant has agreed that the following 
conditions may be imposed in any order of the 
Commission granting the exemptive relief re- 
quested: 


1.In supervising Applicant's operations and 
delegating special responsibilities involving portfo- 
lio management to Applicant's investment adviser, 
Applicant’s board of directors undertakes—as a 
particular responsibility within the overall duty of 
care owed to its shareholders—to establish proce- 
dures reasonably designed, taking into account 
current market conditions and Applicant's invest- 
ment objective, to stabilize Applicant's net asset 
value per share, as computed for the purpose of 
distribution, redemption and repurchase, at $1.00 
per share. 


2. Included within the procedures to be adopted 
by the board of directors shall be the following: 


(a) Review by the board of directors, as 
it deems appropriate and at such inter- 
vals as are reasonable in light of current 
market conditions, to determine the ex- 
tent of deviation, if any, of the net asset 
value per share as determined by using 
available market quotations from Appli- 
cant’s $1.00 amortized cost price per 
share, and the maintenance of records 
of such review." 





1 To fulfill this condition, Applicant states that it in- 
tends to use actual quotations or estimates of mar- 
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(b) In the event such deviation from Ap- 
plicant’s $1.00 amortized cost price per 
share exceeds 2 of 1 percent, a re- 
quirement that the board of directors will 
promptly consider what action, if any, 
should be initiated by it. 


(c) Where the board of directors be- 
lieves that the extent of any deviation 
from Applicant's $1.00 amortized cost 
price per share may result in material 
dilution or other unfair results to inves- 
tors or existing shareholders, it shall 
take such action as it deems appropri- 
ate to eliminate or to reduce to the ex- 
tent reasonably practicable such dilution 
or unfair results, which may include: re- 
deeming shares in kind; selling portfolio 
instruments prior to maturity to realize 
capital gains or losses, or to shorten 
Appiicant’s average portfolio maturity; 
withholding dividends; or utilizing a net 
asset value per share as determined by 
using available market quotations. 


3. Applicant will maintain a dollar-weighted av- 
erage portfolio maturity appropriate to its objective 
of maintaining a stable net asset value per share; 
provided, however, that Applicant will neither (a) 
purchase any instrument with a remaining maturity 
of greater than one year, nor (b) maintain a dollar- 
weighted average portfolio maturity which exceeds 
120 days. 


4. Applicant will record, maintain, and preserve 
permanently in an easily accessible place a writ- 





FOOTNOTE—Continued 

ket value reflecting current market conditions cho- 
sen by its board of directors in the exercise of its 
discretion to be appropriate indicators of value, 
which may include among others, (i) quotations or 
estimates of market value for individual portfolio 
instruments, or (ii) values obtained from yield data 
relating to classes of money market instruments 
furnished by reputable sources. 


2 In fulfilling this condition, if the disposition of a 
portfolio instrument results in a dollar-weighted av- 
erage portfolio maturity in excess of 120 days, Ap- 
plicant will invest its available cash in such a man- 
ner as to reduce the dollar-weighted average 
portfolio maturity to 120 days or less as soon as 
reasonably practicable. 
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ten copy of the procedures (and any modifications 
thereto) described in condition 1 above, and Appli- 
cant will record, maintain and preserve for a peri- 
od of not less than six years (the first two years in 
an easily accessible place) a written record of the 
board of directors’ considerations and actions 
taken in connection with the discharge of its re- 
sponsibilities, as set forth above, to be included in 
the minutes of the board of directors’ meetings. 
The documents preserved pursuant to this condi- 
tion shall be subject to inspection by the Commis- 
sion in accordance with Section 31(b) of the Act, 
as if such documents were records required to be 
maintained pursuant to rules adopted under Sec- 
tion 31(a) of tne Act. 


5. Applicant will limit its portfolio investments, 
including repurchase agreements, if any, to those 
United States dollar-denominated instruments 
which the board of directors determines present 
minimal credit risks, and which are of high quality 
as determined by any major rating service or, in 
the case of any instrument that is not rated, of 
comparable quality as determined by the board of 
directors. 


6. Applicant will include in each of its quarterly 
reports, as an attachment to Form N-1Q, a state- 
ment as to whether any action pursuant to condi- 
tion 2(c) above was taken during the preceding fis- 
cal quarter and, if any such action was taken will 
describe the nature and circumstances of such ac- 
tion. 


On the basis of the foregoing, Applicant submits 
that granting its requested exemptive order is ap- 
propriate in the public interest and consistent with 
protection of investors and the purposes fairly in- 
tended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 13, 1981, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the application accom- 
panied by a statement as to the nature of his inter- 
est, the reasons for such request, and the issues, 
if any, of fact or law proposed to be controverted, 
or he may request that he be notified if the Com- 
mission shall order a hearing thereon. Any such 
communication should be addressed: Secretary, 
Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request shall be 
served personally or by mail upon Applicant at the 
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address stated above. Proof of such service (by 
affidavit or, in the case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0—5 of the Rules 
and Regulations promulgated under the Act, an or- 
der disposing of the application herein will be is- 
sued as of course following said date unless the 
Commission thereafter orders a hearing upon re- 
quest or upon the Commission’s own motion. Per- 
sons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any no- 
tices and orders issued in this matter, including 
the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11939/September 17, 1981 


In the Matter of 


CAPITAL SOUTHWEST CORPORATION 


and 


CSC CAPITAL CORPORATION 
12900 Preston Road at LBJ 
Dallas, TX 75230 


ALAMO GROUP, INCORPORATED 
P.O. Drawer 549 
Seguin, TX 78155 


(812-4835) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 2(a)(9) OF 
THE ACT DETERMINING LACK OF A CONTROL 
RELATIONSHIP OR, ALTERNATIVELY, FOR AN 
ORDER PURSUTANT TO RULE 17d-1(a) UN- 
DER THE ACT TO PERMIT PROPOSED TRANS- 
ACTIONS 
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NOTICE IS HEREBY GIVEN that Capital South- 
west Corporation (“Capital SW”), a Texas corpo- 
ration registered under the Investment Company 
Act of 1940 (‘Act’) as a closed-end management 
investment company; CSC Capital Corporation 
(“CSC Capital”), a Texas corporation registered 
under the Act as a closed-end management in- 
vestment company; and Alamo Group, Incorpo- 
rated (“Alamo’’) (Capital SW, CSC Capital and Al- 
amo are collectively referred to hereinafter as 
“Applicants”), filed an application on March 10, 
1981, and amendments thereto on June 3, 1981 
and August 10, 1981, for an order of the Commis- 
sion pursuant to Section 2(a)(9) of the Act 
determining that Alamo is not controlled by CSC 
Capital or Capital SW or, alternatively, for an order 
of the Commission pursuant to Section 17(d) of 
the Act and Rule 17d—1(a) thereunder permitting 
Applicants to engage in certain proposed joint 
transactions. All interested persons are referred to 
the application on file with the Commission for a 
statement of the representations contained there- 
in, which are summarized below. 


The application states that CSC Capital is a 
wholly-owned subsidiary of Capital SW, and that 
CSC Capital is engaged in venture capital invest- 
ments as a Federal licensee under the Small Busi- 
ness Investment Act of 1958. It is asserted that as 
of December 31, 1980, CSC Capital and Capital 
SW had aggregate investments in approximately 
30 portfolio companies having a value of approxi- 
mately $40,160,000 and a cost of approximately 
$15,757,000. 


The application states that CSC Capital owns ap- 
proximately 38.4% of the outstanding common 
stock of Alamo. It is asserted that, through two of 
its three subsidiaries, Alamo is engaged in the 
manufacture of heavy-duty mowing equipment and 
steel foundry components. Applicants represent 
that Alamo’s third subsidiary, Entrepreneur Ven- 
tures, Inc. (“Ventures”), which is wholly-owned by 
Alamo, proposes to engage in venture capital in- 
vestments. It is further asserted that Ventures will 
be exempt from registration under the Act pursu- 
ant to Section 3(c)(1) of the Act. 


Applicants state that, consistent with industry 
practice, CSC Capital and Capital SW frequently 
participate with other venture capital firms in pro- 
viding debt and/or equity financing to portfolio 
companies. CSC Capital and Capital SW are 
permitted to make joint investments pursuant to an 
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order of the Commission, dated September 30, 
1969 (Investment Company Act Release No. 
5827). Applicants state that it is anticipated that, 
from time to time, Capital SW, CSC Capital and 
Ventures may be offered opportunities to provide 
debt and/or equity financing for the same company 
and that CSC Capital (and/or Capital SW) may 
elect to make such investments (hereinafter 
referred to as “Proposed Transactions’). It is as- 
serted that no specific Proposed Transaction is 
currently being considered by any of the Appli- 
cants. 


Section 2(a)(3) of the Act provides that an affili- 
ated person includes a person directly or indirectly 
controlled by another person. Section 2(a)(9) of 
the Act, in pertinent part, states that any person 
who owns beneficially, either directly or through 
one or more controlled companies, more than 25% 
of the voting securities of a company shall be pre- 
sumed to control such company but that any such 
presumption may be rebutted by evidence. 


Section 17(d) of the Act and Rule 17d—1 thereun- 
der taken together provide, among other things, 
that it shall be unlawful for any affiliated person of 
or principal underwriter for any registered invest- 
ment company or any effiliated person of such a 
person or principal underwriter, acting as principal, 
to participate in, or effect any transaction in con- 
nection with, any joint enterprise or other joint ar- 
rangement or profit sharing plan in which any such 
registered company, or a company controlled by 
such registered company, is a participant unless 
an application regarding such joint enterprise, joint 
arrangement or profit sharing plan has been 
granted by an order of the Commission. In passing 
upon such an application, the Commission will 
consider whether the participation of such regis- 
tered or controlled company in such joint enter- 
prise, joint arrangement or profit sharing plan on 
the basis proposed is consistent with the provi- 
sions, policies and purposes of the Act, and the 
extent to which such participation is on a basis dif- 
ferent from, or less advantageous thar, that of 
other participants. 


It is contended in the application that CSC Capital 
(and/or Capital SW) and Ventures would be 
unable to engage in a Proposed Transaction un- 
less the Commission finds, pursuant to Section 
(2)(a)(9) of the Act, that Alamo is not controlled by 
Capital SW or CSC Capital. Alternatively, the Ap- 
plicants have requested that the Commission, pur- 
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suant to Section 17(d) of the Act and Rule 17d- 
1(a) thereunder, issue an order granting permis- 
sion for the Applicants to engage in the Proposed 
Transactions. 


Applicants submit that the Proposed Transactions 
would not be inconsistent with the public interest, 
the protection of investors or the purposes fairiy 
intended by the policies and provisions of the Act. 
It is asserted that venture capitai firms participat- 
ing together in the manner proposed by Applicants 
typically execute with the portfolio company sub- 
stantially identical purchase agreements (other 
than the amount of the investment), collectively 
negotiated at arms length. It is further asserted 
that Applicants and their respective shareholders 
are in no better or worse position if Ventures, rath- 
er than a different venture capital firm, participates 
in a Proposed Transaction with Capital SW or 
CSC Capital. 


The application states that although Capital SW 
beneficially owns 38.4% of the outstanding com- 
mon stock of Alamo, neither Capital SW nor CSC 
Capital has the ability or the intent to control Ala- 
mo. Originally CSC Capital acquired convertible 
debt securities of Alamo, which were subsequently 
converted into common stock of Alamo in April 
1973 and July 1978. It is claimed that all such se- 
curities were purchased for investment purposes 
only and not with any intent to control manage- 
ment of Alamo and that Capital SW has not sought 
to control management of Alamo in the 7%2 years it 
has beneficially owned shares of Alamo common 
stock. The Applicants note that only one of seven 
directors of Alamo is an officer or director of Capi- 
tal SW or CSC Capital. None of the officers of Ala- 
mo or of the officers and directors of Ventures is 
an officer or director of Capital SW or CSC Capi- 
tal. An aggregate of 32.5% of the outstanding 
common stock of Alamo is beneficially owned by 
Donald J. Douglass (Chief Executive Officer of Al- 
amo) and his family. Other officers and employees 
of Alamo and their affiliates beneficially own an 
aggregate of 5% of Alamo’s outstanding common 
stock. The balance of Alamo’s outstanding com- 
mon stock (24.1%) is beneficially owned by 21 
shareholders, which are unaffiliated with either 
Capital SW or Alamo management. 


The Applicants contend that Rule 17a-6 would 
provide an exemption from Section 17(a) for trans- 
actions between Capital SW (or CSC Capital) and 
Alamo (or Ventures), provided that no “insider” of 
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Capital SW or CSC Capital had a financial interest 
in Alamo or Ventures. It is asserted that if such 
parties may contract with one another as provided 
in Rule 17a-6, such parties should also be 
permitted to contract jointly, on similar terms, with 
an unaffiliated third party, as contemplated by the 
Proposed Transactions. 


Further, Rule 17d-1(d)(3) provides an exemption 
from Section 17(d) for the joint investment in a 
small business concern by a bank affiliated small 
business investment company and such bank. Ap- 
plicants argue that such an arrangement, although 
exempt from Section 17(d), has opportunities for 
conflict of interest which are not present in the 
case of the Proposed Transactions. For example, 
the bank may be a senior creditor and the small 
business investment company a subordinated 
creditor or equity investor; whereas the Proposed 
Transactions would involve the purchase of similar 
securities. 


In connection with the Proposed Transactions, Ap- 
plicants make the following undertakings: 


1. CSC Capital will not engage in any 
Proposed Transaction which would 
cause the aggregate value of its invest- 
ments in outstanding Proposed Trans- 
actions to exceed 20% of the value of 
its shareholders’ equity. 


2. Capital SW will not engage in any 
Proposed Transaction which would 
cause the aggregate value of its invest- 
ments in outstanding Proposed Trans- 
actions to exceed 5% of the value of its 
consolidated total assets. 


3. Any joint investments by Ventures 
and CSC Capital (and/or Capital SW) 
would be on the same basis (i.e., sub- 
stantially identical terms other than the 
amount of any such investment) and 
therefore not on a basis different from 
or less advantageous than that of other 
participants. All other persons partici- 
pating in any such investment would do 
so on the same basis. 


4. With respect to each of the Appli- 
cants, no person who falls within any 
category of persons mentioned in 
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subpararaphs (1) through (5) of Rule 
17a-6 under the Act will be a party to 
any joint investment or will have had 
within six months prior to the com- 
mencement of such joint transaction or, 
pursuant to such joint transaction will 
acquire, a direct or indirect financial in- 
terest in the small business concern 
which is the subject of any such invest- 
ment. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 13, 1981, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the application accom- 
panied by a statement as to the nature of his inter- 
est, the reason for such request, and the issues, if 
any, of fact or law proposed to be controverted, or 
he may request that he be notified if the Commis- 
sion shall order a hearing thereon. Any such com- 
munication should be addressed: Secretary, Secu- 
rities and Exchange Commission, Washingion, 
D.C. 20549. A copy of such request shall be 
served personally or by mail upon Applicants at 
the addresses stated above. Proof of such service 
(by affidavit or, in the case of an attorney-at-law, 
by certificate) shall be filed contemporaneously 
with the request. As provided by Rule O—5 of the 
Rules and Regulations promulgated under the Act, 
an order disposing of the application will be issued 
as of course following said date unless the Com- 
mission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons 
who request a hearing, or advice as to whether a 
hearing is ordered, will receive any notices and or- 
ders issued in this matter, including the date of the 
hearing (if ordered) and any postponements there- 
of. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 774/September 16, 1981 


Administrative Proceeding File No. 3-6057 
In the Matter of 


PROFESSIONAL ADVISORY SERVICE 
(IA-801- 15848) 

GEORGE L. KARITIS 

FRANKLIN S. KLAF 


ORDER INSTITUTING PROCEEDINGS PURSU- 
ANT TO SECTIONS 203(e) AND (f) OF THE 
INVESTMENT ADVISERS ACT OF 1940 AND 
FINDINGS AND ORDER OF THE COMMISSION 
IMPOSING REMEDIAL SANCTIONS 


The Commission deems it appropriate and in the 
public interest following an investigation by its Di- 
vision of Enforcement that proceedings be insti- 
tuted against Professional Advisory Service 
(“PAS”), Dr. Franklin S. Klaf (“Klaf’) and George 
L. Karitis (“Karitis’) pursuant to Sections 203(e) 
and (f) of the Investment Advisers Act of 1940 
(“Advisers Act’) to determine whether PAS, Klaf, 
and Karitis violated Sections 203(a), 206(1), (2) 
and (4) and 207 of the Advisers Act and Rules 
203-1(a) and 206(4)-1(a)(5) thereunder and Sec- 
tion 10(b) of the Securities Exchange Act of 1934 
(“Exchange Act”) and Rule 10b—5 thereunder. 


Simultaneously with the institution of these pro- 
ceedings, PAS, Klaf and Karitis submitted Offers 
of Settlement solely for the purpose of disposing 
of the issues raised in these proceedings. Under 
the terms of their Offers of Settlement, PAS, Klaf 
and Karitis, solely for the purpose of these pro- 
ceedings and without admitting or denying any of 
the matters set forth herein, consent to the institu- 
tion of these proceedings and the issuance of this 
Order Instituting Proceedings and Findings and 
Order of the Commission Imposing Remedial 
Sanctions. 


The Commission has determined that it is appro- 
priate and in the public interest to accept the Of- 
fers of Settlement of PAS, Klaf and Karitis and 
accordingly is issuing this Order Instituting Pro- 
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ceedings and Findings and Order of the Commis- 
sion Imposing Remedial Sanctions. 


Accordingly, IT IS ORDERED that proceedings 
pursuant to Sections 203(e) and 203(f) of the Ad- 
visers Act, be, and they hereby are, instituted. 


Respondents 


PAS is a partnership formed by Klaf and Karitis in 
the summer of 1980 for the purpose of publishing 
analyses and reports concerning securities and of- 
fering advice as to the value of securities or the 
advisability of investing in particular securities. 
PAS has a mailing address of 503 Broadway, New 
York, New York, but its business is operated at the 
residences or other offices of Klaf and Karitis. Klaf 
and Karitis are the only partners and employees of 
PAS. In or about October 1980, Klaf and Karitis, 
through PAS, began publishing and distributing a 
newsletter in which they solicited clients and ana- 
lyzed a particular security which they described as 
a “special situation.” The newsletter offered to 
provide subscribers with an in-depth analysis of a 
particular company or industry each month spe- 
cially suitable for investment by those in the medi- 
cal profession. Although the first PAS newsletter 
and solicitation was mailed in October 1980, it was 
not until February 4, 1981, after the Commission 
commenced its inquiry in this matter, that PAS 
filed for the first time with the Commission an ap- 
plication for registration as an investment advisor 
on Form ADV. The registration became effective 
on March 20, 1981. 


Klaf of 325 East 201st Street, Bronx, New York, is 
a psychiatrist employed in the medical profession. 
Other than purchasing and selling securities for 
his own account, Klaf had no investment advisory 
experience prior to forming PAS. 


Karitis of 104 Radford Street, Staten Island, New 
York, was a police officer for fourteen years with 
the New York City Police Department until Novem- 
ber 9, 1979. Since 1978, Karitis has been a vice 
president and stockholder for a trucking company. 
Prior to the formation of PAS, Karitis had no in- 
vestment advisory experience. 
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Formation of PAS 


Klaf is a psychiatrist. Over the years, he built a 
substantial securities portfolio held in a margin ac- 
count and valued as of November 30, 1980, at ap- 
proximately $1.9 million. In or about December 
1979, Klaf determined to form a partnership to 
write a newsletter which would provide investment 
advice to doctors. Klaf believed that doctors were 
not receiving proper guidance with respect to in- 
vesting in the stock market and that as a success- 
ful investor he could provide the investment advice 
doctors needed. 


In early 1980, Klaf discussed his desire to form an 
investment advisory service with Karitis who had 
been a patient of Klaf's since about December 
1978. Karitis agreed to enter into a partnership. It 
was decided that Klaf would have sole responsibil- 
ity for writing the newsletter, that Karitis would 
contribute the selection of companies to be recom- 
mended, and that Karitis would manage the day- 
to-day activities of the business. The newsletter 
was to be written exclusively for doctors, but no 
format was developed and no explanation appears 
in the newsletter to indicate how the service is 
more suitable for doctors than any other invest- 
ment advisory service. Klaf provided $3,000 and 
Karitis $1,000 of an initial $4,000 with which PAS 
was formed. Although PAS was to be a partner- 
ship, no partnership agreement was ever pre- 
pared. 


In late August 1980, Karitis mailed letters to nu- 
merous universities requesting their medical 
school directories. From the directories which 
were received, Klaf and Karitis compiled a list of 
approximately 4500 doctors to be solicited by 
PAS. 


In early September 1980, Klaf began to prepare 
the first report to be published by PAS. This report 
recommended the purchase of securities of 
Glasrock Medical Corporation (‘“‘Glasrock’”’). At the 
time the report was being prepared, Klaf held ap- 
proximately 25,000 shares of Glasrock. He had 
made an original investment in 10,000 shares 
which had increased in value from $6 per share in 
August 1979 to approximately $47 per share in 
July 1980, and in August 1980, after Glasrock ef- 
fected a 5 for 2 stock split in its common stock, 
Klaf held 25,000 shares which continued to in- 
crease in price to approximately $20 per new 
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share by September 1980.1 A handwritten draft of 
Klaf’s report on Glasrock was given to Karitis in 
late September. Karitis had the report typed and 
sent to a printer. On September 22, 1980, Karitis 
purchased 500 shares of Glasrock common stock. 


Shortly after October 17, 1980, Karitis began mail- 
ing the first PAS newsletter to the 4500 doctors 
whose names had been taken from the medical 
school directories. Included in the package was a 
three page description of the experience and goals 
of PAS, a subscription form and a seven-page re- 
port recommending Glasrock securities entitled, 
“Glasrock Products—The Classical Special Situa- 
tion.” For an annual subscription price of $500 a 
subscriber was offered thirty reports on specific 
companies and industries and five general market- 
strategy reports. At the time that the solicitations 
were mailed, neither PAS, Klaf nor Karitis had filed 
with the Commission an application for registration 
as an investment adviser. 


The False and Misleading 
PAS Newsletters 


The PAS newsletter of October 1980 (“PAS Octo- 
ber Newsletter’) contained false and misleading 
statements in both its general solicitation of clients 
and its specific recommendation of Glasrock secu- 
rities. 


The PAS October Newsletter contains a number of 
materially false and misleading statements and 
omissions of material facts regarding the pur- 
ported experience, expertise, success and unique- 
ness of PAS. In its solicitation of clients, the PAS 
October Newsletter implies that PAS has great ex- 
perience and is unique in its success and suitabil- 
ity for doctors. In part, it is stated therein: 


“Doctors do not have to look any further 
for investment counselling. This is the 
first advisory specially composed for 
doctors. It is written by an investor with 
a track record of twenty very successful 
years on Wall Street. Over the years we 





'Trading in Glasrock was suspended by the Com- 
mission on October 3, 1980 because of “unusual 
market activity’ and questions relating to an 
“undisclosed accumulation of a significant per- 
centage” of Glasrock stock. 
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have guided hundred[s] of doctors to fi- 
nancial security.” 2 


In fact, neither Klaf nor Karitis have guided “hun- 
dreds of doctors” or other persons to financial se- 
curity. Klaf’s previous experience was limited to 
making informal, gratuitous recommendations of 
individual stocks to fellow doctors. He has never 
managed portfolios, developed investment pro- 
grams or otherwise “guided” others in investing in 
securities. The PAS October Newsletter also cre- 
ates the impression that PAS is a large, long- 
established organization and that its author is 
something more than a psychiatrist in that it de- 
scribes him as an investor with‘over twenty very 
successful years on Wall Street.” It consistently 
uses “we” and “our” to describe the advisory 
service, when in fact all recommendations are pre- 
pared by Klaf. 


The PAS October Newsletter also fails to state 
why its claimed uniqueness, an investment advi- 
sory service “specially prepared for the medical 
investor,” is significant or renders the PAS news- 
letter any different than any other investment advi- 
sory service for people with disposable income or 
risk capital.* Further, as Klaf was aware, the state- 
ment that PAS is the only advisory service dedi- 
cated to doctors is false. * 





2After the Commission's staff questioned Klaf and 
Karitis in December 1980 regarding possible mis- 
statements in the PAS October Newsletter, PAS 
ran an advertisement in the New York Times on 
May 7, 1981, positing its ability to “discover spe- 
cial situation stocks” and its special use to “busy 
professionals.” 


3A recent PAS soliciation purportedly designed 
uniquely for women also states that “it is written 
by an investor with a track record of twenty suc- 
cessful years on Wall Street.” That language and 
language identical to that in the PAS October 
Newsletter for doctors was offered in the women’s 
newsletter as justification for PAS’ claimed spe- 
cialty in guiding women investors. The women’s 
newsletter states that the PAS service is “special- 
ly prepared for the woman investor’ and encloses 
a copy of the PAS report on Glasrock as an exam- 
ple of ‘“‘what you will be receiving...’ for 
subscribing to the women’s newsletter. 


4At the time the PAS October Newsletter was dis- 
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The PAS October Newsletter also contains materi- 
ally false and misleading statements and omis- 
sions concerning Glasrock’s business and growth 
rate. In discussing Klaf's initial interest in Glasrock 
in 1978, the PAS October Newsletter states: 


“Medical companies were explosive 
growth companies. The Glasrock prod- 
uct mix included blood plasma materi- 
als, medical microfilter[s], industrial 
plastics, magnesium oxide and fine 
quality writing instruments. 


Many larger companies competed with 
Glasrock in making blood plasma sup- 
plies, including the gigantic corporation, 
Baxter Travenol. | had recently read a 
Baxter Travenol annual report. Baxter 
Travenol made glass blood plasma sup- 
plies. Glasrock made plastic blood plas- 
ma products for use in third world un- 
derdeveloped areas, a field without any 
significant competition. . . .” 


The report also contains a discussion of the oper- 
ation of Glasrock’s “blood plasma division.” 


In fact, Glasrock did not and does not have a ) 


blood plasma division and does not manufacture 
plastic blood plasma supplies. It does manufacture 
plastic blood serum filters, but has not sold or ex- 
ported any such filters to third world undeveloped 
countries. During the period March 31, 1980, 
through December 31, 1980, Baxter Travenol, 
Inc., (“Baxter Travenol’) a customer of Glasrock, 
purchased approximately $285,000 of Glasrock 
products, primarily catheter vents. Glasrock, how- 
ever, does not consider itself a competitor with 
Baxter Travenol with respect to plastic blood plas- 
ma supplies, since Glasrock does not manufacture 
such products. 


The PAS October Newsletter also describes the 
profitability and the limited competition in the 
home oxygen use field, and then states: 


“By June 1980 Glasrock had 6,000 pa- 
tients on continuous home oxygen. 





tributed, at least one other advisory service for 
doctors existed, Physicians Financial Letter, sold 
by J. K. Lasser and distributed by Sandoz Phar- 
maceutical Co. 


Volume 23, No. 11, September 29, 1981 





They estimated that they would have 
12,000 patients on continuous home 
oxygen by June 1981. This is a very 
conservative prediction, since the com- 
pany mainly deals with the United Mine 
Workers, whose members have more 
chronic obstructive lung disease than 
any other group. The mine workers also 
have one of the best medical plans in 
existence.” 


As of June 1980, Glasrock served approximately 
6,000 home care patients. However, only approxi- 
mately 50 percent of those patients were on home 
oxygen and only a small percentage of those pa- 
tients were on continuous home oxygen. Glasrock 
has never estimated that it would have 12,000 pa- 
tients on continuous home oxygen by 1981, and 
does not deal “mainly” with the United Mine Work- 
ers Union. Glasrock estimates that the portion of 
its home oxygen business attributable to the 
United Mine Workers Union is less than 20 per- 
cent of its total home medical business. 


The PAS October Newsletter also reports that 
Glasrock anticipated a 30 percent growth rate over 
the next five years. Glasrock, in fact, had not pro- 
jected a 30 percent growth rate over the next five 
years as of October 1980. 


The PAS report also asserts that representatives 
of the Commission and the American Stock Ex- 
change (Amex) had pressured Mr. Wygod, chair- 
man of the board of directors of Glasrock, to tone 
down his speech at Glasrock’s July 1980 Annual 
Shareholder Meeting. The PAS October Newslet- 
ter states: 


“The meeting started late. | saw Mr. 
Wygod in a small room arguing with two 
gentlemen. Later | learned that one man 
was from the S.E.C. and the other rep- 
resented the American Stock Exchange. 
They pressured Mr. Wygod (who 
wanted to make an ‘enthusiastic’ ad- 
dress) to tone down his speech to con- 
form to their specifications. 


The Glasrock chairman was in a difficult 
position. He could battle the American 
Stock Exchange, but the S.E.C. could 
suspend trading in Glasrock stock. The 
speech was edited... .” 
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In fact, no representative of the Commission at- 
tended the meeting or ever pressured Mr. Wygod 
regarding his address. Similarly, no one from the 
Amex asked Mr. Wygod to “tone down” or other- 
wise alter the speech he gave at Glasrock’s 1980 
Annual Shareholders Meeting. 


Finally, the PAS October Newsletter report on 
Glasrock omits to state that Karitis had purchased 
500 shares of Glasrock common stock before 
mailing the newsletter, and further omits to state 
that on October 3, 1980, the Commission sus- 
pended trading in Glasrock common stock due to 
“unusual market activity” and questions relating to 
an “undisclosed accumulation of a significant per- 
centage” of Glasrock stock. A press release to this 
effect was issued by the Commission on the date 
of the suspension.5 The suspension was reported 
in the Wall Street Journal on October 6, 1980, and 
on or about October 13, 1980, Glasrock issued its 
own press release discussing the suspension of 
trading. That release was also reported in the Wall 
Street Journal. The suspension of trading of 
Glasrock’s stock was a material fact which the 
Commission believes Klaf and Karitis would have 
discovered if they had exercised due diligence and 
which should have been disclosed in the PAS Oc- 
tober Newsletter. 


Late Registration as an 
Investment Adviser 


In or about December 1979, Klafs stockbroker 
provided him with a packet of investment adviser 
information and registration materials obtained 
from the Commission’s New York Regional Office. 
Despite having reviewed these materials, Klaf and 
Karitis failed to register either themselves or PAS 
with the Commission as investment advisers at 
that time. Subsequently, on February 4, 1981, Klaf 
and Karitis, having been advised by the Commis- 
sion’s staff of its concern that PAS was acting as 
an unregistered investment adviser, filed with the 
Commission an application for registration of PAS 
as an investment adviser on Form ADV (the “Form 
ADV”) which became effective after 45 days, on 
March 20, 1981. The Form ADV was signed on be- 
half of PAS by Klaf as “general partner.” 





5Securities Exchange Release No. 17193 (Octo- 
ber 3, 1980). 
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Material Misstatements in the 
Form ADV 


The Form ADV‘® filed with the Commission on be- 
half of PAS contained materially false and mis- 
leading statements. Item 9(d) of Part Il of Form 
ADV requires the applicant to disclose whether it 
recommends to clients or prospective clients the 
purchase or sale of securities in which the appli- 
cant has a position or an interest. In the Form 
ADV, Klaf and Karitis answered item 9(d), “no.” In 
view of the fact that Klaf had a prior position in 
Glasrock and Karitis purchased shares after read- 
ing Klaf's recommendation but prior to its publica- 
tion, this response was clearly a willful misstate- 
ment of a material fact in violation of Section 207 
of the Advisers Act.” 


The PAS Form ADV was misleading in one other 
respect in that Karitis failed to disclose his position 
with a trucking company. 


iH 
FINDINGS AND CONCLUSIONS 


On the basis of the facts set forth in the Order 
Instituting Proceedings and the Offers of Settle- 
ment of PAS, Klaf and Karitis, the Commission 
finds that from on or about October 17, 1980, until 
March 20, 1981, PAS, Kiaf and Karitis made use 





From ADV is a form of application for registration 
as an investment adviser pursuant to Section 203 
of the Advisors Act, Rules 203-1 and 204-1 pro- 
mulgated thereunder. Among other things, the 
form requires an applicant to provide information 
concerning the past and present business affilia- 
tions of the investment adviser, the nature of its 
proposed investment advisory service and finan- 
cial information, in certain cases. 


7In Schedule F to the Form ADV, in a space pro- 


vided for explaining a ‘yes’ answer to Item 9(d) of 
Form ADV, it is stated: 


“9d. There is no conflict of interest. The 
S.E.C. will be informed upon request of 
trading in any security in my personal 
account. Many investment advisors do 
not follow their own advice. | do follow 
mine.” 


820/SEC DOCKET 


of the mails and means and instrumentalities of in- 
terstate commerce in connection with PAS’ busi- 
ness as an investment adviser by publishing and 
distributing the PAS October Newsletter and other 
materials without PAS being registered as an In- 
vestment Adviser as required by Section 203(a) of 
the Advisers Act. 


The Commission further finds that on February 4, 
1981, PAS filed with the Commission, and Klaf 
and Karitis caused it to file an Application for Reg- 
istration as an Investment Adviser in which they 
made untrue statements of material facts and 
omitted to state material facts required to be stat- 
ed therein as set forth in Part | of the Order 
Instituting Proceedings, above, in willful violation 
of Section 207 of the Advisers Act. 


The Commission finds that PAS employed, and 
Klaf and Karitis caused it to employ, directly or in- 
directly, devices, schemes or artifices to defraud a 
client or prospective client, and PAS engaged in 
and Klaf and Karitis caused PAS to engage in 
transactions, practices or courses of business 
which operated as a fraud or deceit upon a client 
or prospective client through the publication, circu- 
lation and distribution, by use of the mails or other 
means or instrumentalities of interstate commerce, 
of the PAS October Newsletters which contained 
numerous false and misleading statements about 
the business and prospects of Glasrock as set 
forth in Part | of this Order Instituting Proceedings, 
above, in willful violation of Sections 206 (1) and 
(2) of the Advisers Act and Section 10(b) of the 
Exchange Act and Rule 10b—5 thereunder. 


The Commission further finds that PAS published, 
circulated and distributed, and Klaf and Karitis 
caused it to publish, circulate and distribute, by 
use of the mails or other means or instrumentali- 
ties of interstate commerce, advertisements 
including the PAS October Newsletter and a news- 
letter soliciting women clients which contained un- 
true statements of material fact as to the experi- 
ence and uniqueness of PAS and concerning the 
business and growth rate of Glasrock, and which 
were otherwise false and misleading in describing 
PAS, its experience and goals, as set forth in Part 
| of the Order Instituting Proceedings, above, in 
willful violation of Section 206(4) of the Advisers 
Act and Rule 206(4)-1(a)(5) thereunder and Sec- 
tion 10(b) of the Securities and Exchange Act of 
1934 and Rules 10b—5 thereunder. 
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The Commission therefore finds that it is in the 
public interest to impose the sanctions specified in 
he Offers of Settlement. 


ii 
ORDER 


In view of the foregoing, the Commission deems it 
appropriate and in the public interest to accept the 
Offers of Settlement of PAS, Klaf and Karitis and 
accordingly: 


IT IS HEREBY ORDERED that: 


(1) The registration of PAS with the Commission 
as an investment adviser be, and hereby is, sus- 
pended for a period of forty-five (45) days from the 
date of this Order, during which time period PAS 
shall not advertise any investment advisory serv- 
ice, solicit clients, publish any material through 
which investment advice is offered or otherwise 
act as an investment adviser; 


IT IS FURTHER ORDERED that: 


@: Klaf and Karitis be, and hereby are, suspended 


rom association with any investment adviser for a 
period of forty-five (45) days from the date of this 
Order, during which time period Klaf and Karitis 
shall not advertise any investment advisory serv- 
ice, solicit clients, publish any material through 
which investment advice is offered or otherwise 
act as investment advisers; 


IT IS FURTHER ORDERED that: 


(3) Within ten (10) days from the date of this Or- 
der, PAS shall send to its then existing clients a 
written notice disclosing the institution of this Pro- 
ceeding and containing a summary of the findings 
and terms of the Findings and Order of the Com- 
mission Imposing Remedial Sanctions, and there- 
after shall send a copy of this Order Instituting 
Proceedings and Findings and Crder of the Com- 
mission Imposing Remedial Sanctions to any of 
such clients upon any request therefrom; 


IT IS FURTHER ORDERED that: 


(4) For a period of six (6) months after the expira- 


e'” of the suspension period (forty-five days) pro- 
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vided for in paragraphs (1) and (2) above, PAS 
shall send to any person who becomes, or ex- 
presses to PAS the intention of becoming, a client 
of PAS a written notice disclosing the institution of 
this Proceeding and containing a summary of the 
findings and terms of the Findings and Order of 
the Commission Imposing Remedial Sanctions, 
and thereafter shall send a copy of this Order 
Instituting Proceedings and Findings and Order of 
the Commission Imposing Remedial Sanctions to 
any such client or prospective client upon any re- 
quest therefrom; and 


IT IS FURTHER ORDERED that: 


(5) PAS, Klaf and Karitis shall adopt, implement 
and maintain procedures designed to prevent a re- 
currence of the violations set forth herein. 


By the Commission 


George A. Fitzsimmons 
Secretary 








LITIGATION 





Litigation Release No. 9445/September 14, 
1981 


Securities and Exchange Commission v. Royal- 
par Industries, Inc. (United States District Court 
for the District of Columbia, Civil Action No. 
81-1802) 


The Commission announced today that on Sep- 
tember 9, 1981, the United States District Court 
for the District of Columbia entered a Final Judg- 
ment of Permanent Injunction against Royalpar In- 
dustries, Inc. (“RPI”) of West Hartford, Connecti- 
cut, restraining and enjoining RPI from failing to 
file timely periodic reports and ordering it to com- 
ply with certain undertakings. RPI, consenting to 
the entry of the Court's Judgment, admitted that it 
had failed to timely file 14 reports with the Com- 
mission. The Commission’s Complaint was filed 
on July 31, 1981. 
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The Complaint had alleged that RPI, as part of a 
continuing course of violative conduct extending 
over several years, faiied to timely file certain An- 
nual and Quarterly Reports with the Commission. 
RPI has agreed to adopt certain procedures to as- 
sure timely filing of reports required to be filed un- 
der the Securities Exchange Act of 1934. 





Litigation Release No. 9446/September 15, 
1981 


SEC v. MICHAEL R. JONES a/k/a MIKE JONES 
and JOHN M. SKINNER 


Willis H. Riccio, Administrator of the Boston Re- 
gional Office, today announced the filing of a civil 
injunctive action in the United States District Court 
for the District of Connecticut against Michael R. 
Jones of 85 Railroad Avenue, Greenwich, Con- 
necticut and John M. Skinner of 319 West Church 
Street, Williamston, North Carolina. 


The Commission's Complaint alleged that the de- 
fendants violated the registration provisions of the 
Securities Act of 1933, and the provisions of the 
Securities Exchange Act of 1934 relating to the 
registration of broker-dealers in that Skinner, 
aided and abetted by Jones, offered and sold 
unregistered fractional undivided working interests 
in oil and gas leases on land located in Washing- 
ton County, Ohio at a time when Skinner was not 
registered with the Commission as a broker- 
dealer. Sales totalling $4,759,500 were made to 
211 persons residing in 13 states and Canada. 


Simultaneously with the filing of the Complaint, 
Jones and Skinner consented to the entry of a Fi- 
nal Judgment of Permanent Injunction, without 
admitting or denying the allegations, restraining 
and enjoining them from further violations of Sec- 
tions 5(a) and (c) of the Securities Act of 1933 and 
Section 15(a)(1) of the Securities Exchange Act of 
1934. As a part of the relief obtained the defend- 
ants are required to obtain a written opinion of 
counsel indicating that an exemption is available 
from the applicable registration provisions prior to 
the offering of any unregistered securities. 
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Litigation Release No. 9447/September 15, 
1981 


UNITED STATES V. ALFRED J. CUSINO, 
Indictment No. 80-389 (N.D. Calif.) 


G. William Hunter, United States Attorney for the 
Northern District of California, and Bobby C. Law- 
yer, Associate Regional Administrator of the Com- 
mission’s San Francisco Branch Office, an- 
nounced that on September 1, 1981, Alfred J. 
Cusino was found guilty of six counts of wire fraud 
and one count of mail fraud by a federa! county 
jury in San Francisco (United States v. Alfred J. 
Cusino, Indictment No. 80-389, N.D. Calif). 
Cusino was acquitted on four counts of mail fraud 
and one count of mail fraud was dismissed before 
the case was submitted to the jury. A presentence 
investigation has been ordered and sentencing 
has been set for September 25, 1981. After the 
verdict, bail was set at $50,000. 


The indictment against Cusino was filed on Sep- 
tember 18, 1980. It alleged that Cusino, through 
Multi-Power Electrical Corporation, defrauded vic- 
tims who invested in an “Energy Multiplier,” a de- 
vice Cusino claimed he invented, which he 
claimed, would multiply an initial electrical charge 
fourteen-fold, would produce electrical energy in- 
definitely, and which was self-perpetuating. 
Cusino used, the indictment alleged, mail and wire 
communication facilities in carrying out the fraudu- 
lent course of conduct. 


On March 27, 1980, a judgment of permanent in- 
junction was issued against Cusino, after trial, by 
the United States District Court for the Northern 
District of California, restraining him from further 
violations of the registration and anti-fraud provi- 
sions of the federal securities laws in connection 
with the offer and sale of securities of Multi-Power 
Electrical Corporation. The civil injunctive action 
had been filed by the Commission on October 30, 
1978, against Cusino, seven other individual de- 
fendants, and Multi-Power Electrical Corporation. 
All of the individual defendants, except Cusino, 
consented to the entry of permanent injunctions 
and a permanent injunction was entered by default 
against the corporate defendant (Securities and 
Exchange Commission v. Multi-Power Electrical 
Corporation, et al., Civil Action No. C78- 
2532-RFP). 
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The criminal action against Cusino was based in 
material part upon facts underlying the Commis- 
sion’s civil injunctive action. 


For further information see Litigation Release No. 
9192 dated September 30, 1980. 





Litigation Release No. 9448/September 15, 
1981 


SEC v. TRANS-AMERICAN DEVELOPMENT 
CORPORATION, ET AL. (USDC/ND/TEX) (CA 
File No. 3-81-1643G) 


Wayne M. Secore, Administrator of the Fort Worth 
Regional Office, announced that on September 
10, 1981, the Honorable Patrick Higginbotham of 
the United States District Court for the Northern 
District of Texas, issued orders of permanent in- 
junction against Trans-American Development 
Corporation (TADC), a privately-held company lo- 
cated in Dallas, Texas; Michael L. McClendon 
(McClendon), TADC’s president and majority 
shareholder, also of Dallas, Texas; and James 
Hovers (Hovers), a former sales manager for 
TADC, of Coppell, Texas. The order permanently 
enjoins each of the defendants from further viola- 
tions of the registration and antifraud provisions of 
the Securities Exchange Act of 1933 and the 
antifraud provisions of the Securities Exchange 
Act of 1934. TADC, McClendon and Hovers con- 
sented to the entry of the orders of permanent in- 
junction without admitting or denying the allega- 
tions of the Commission's complaint. 


The complaint, also filed on September 10, 1981, 
alleged that since March, 1978, TADC and 
McClendon have offered and sold approximately 
$4.5 million of securities to the public in the form 
of fractional undivided working interests in oil and 
gas leases and limited partnership interests in oil 
and gas limited partnerships in violation of the reg- 
istration provisions of the federal securities laws. 
The complaint also alleged that Hovers, while em- 
ployed as securities sales manager for TADC be- 
tween June and November, 1980, sold fractional 
undivided working interests in violation of the reg- 
istration provisions. 
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The complaint further alleged that the defendants 
violated the antifraud provisions of the federal se- 
curities laws by making misrepresentations of ma- 
terial facts and omitting to state material facts in 
connection with the offer and sale of the above- 
described securities. These omissions and mis- 
representations concerned, among other things, 
the background and business experience of 
McClendon; the number of wells drilled by TADC; 
the number of such wells that produced oil or gas; 
the production level of such wells; the return on in- 
vestment that TADC investors were receiving; and 
the allocation of investor funds for management 
fees, expenses and sales commissions. 





Litigation Release No. 9449/September 17, 
1981 


SECURITIES AND EXCHANGE COMMISSION v. 
WORLD-WIDE COIN INVESTMENTS, LTD., ET 
AL., Civil Action No. C81-1642A (N.D. Ga., filed 
Aug. 31, 1981) 


Jule B. Greene, Regional Administrator of the 
Commission's Atlanta Regional Office, announced 
that on September 16, 1981, Judge Robert L. 
Vining, Jr. entered a Final Judgment of Permanent 
Injunction against Joe Gregory Jones, formerly 
vice-president and a director of World-Wide, en- 
joining him from, directly or indirectly, violating 
Sections 10(b), 13(a), 13(b)(2), 14(a), 14(f), and 
16(a) of the Securities Exchange Act of 1934, and 
Rules 10b-5, 12b-20, 13a-1, 13a-11, 13a-13, 
13b2-1, 13b2-2, 14a-6, 14a-9, 14f-1, and 
16a-—1 promulgated thereunder. Jones consented 
to the entry of the Final Judgment without admit- 
ting or denying the allegations of the Commis- 
sion’s Complaint. This concludes the Commis- 
sion’s action respecting Jones. 


Also on September 8, 1981 in connection with the 
Commission’s Motion for Preliminary Injunction, 
defendants World-Wide Coin Investments, Inc., a 
public reporting company listed on the Boston 
Stock Exchange; Joseph Hale, World-Wide’s 
Chairman, President and majority shareholder; 
and Floyd Seibert, a director, offered to agree to 
an interim order without admitting the allegations 
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of the Commission’s Complaint. Pursuant thereto, 
Judge Vining entered an order requiring these de- 
fendants to abide by their undertakings to comply 
with the Federal securities laws, to cause an ac- 
counting firm to conduct an audit of all loans and 
repayments of sarre between defendants World- 
Wide and Hale, and for Hale to deliver 65,000 
shares of World-Wide common stock to be held in 
escrow pending further order of the Court. Judge 
Vining ordered the parties to conduct expedited 
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discovery and set the matter for a trial on the mer- 
its on October 26, 1981 in Atlanta, Georgia. 


For prior information concerning this matter see 
Litigation Release No. 9443, dated September 9, 
1981. 
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